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Question : 

Why are you unwilling to recuse yourself? 


Answer: 

• First, your obvious point is that I should not play any role in the RTC's eventual 
decision to pursue a civil claim, or not pursue one, in the Madison Guaranty 
matter. Well, I probably will not be doing so. 

• . My appointment as interim CEO under the Vacancy Act expires on March 30, 

1994. I will have no role with the RTC beyond that date unless a nomination 
for permanent CEO has been sent to Congress. That is unlikely. Plus, the RTC 
General Counsel has advised me that any recommendations she makes on 
Madison Guaranty will not be formulated before that time. I will, therefore, 
most likely have no role in the RTC's decisions on the matter. 


nm 
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Question: 

If the Administration were to submit a nomination to the Senate before your 
Vacancy Act appointment expires, will your appointment automatically be 
extended? If so, how can we be certain that you will not be the CEO when a 
decision is made? 


Aniwar: 

e It is correct that the submission of a nomination to the Senate would be 
% Extended the appointment. However, in my view it is very unlikely that a 
nomination will be formally submitted by the end of March. 

But what if a nomination were submitted? 


e | would have to evaluate the situation. But, frankly, I think it is extremely 
unlikely. 


// 76 ? 



Question : 


You still should recuse yourself. Why don't you? 


Answer- 

• As I said, the point is probably moot. Most likely. I'll have no role in any RTC 
decisions on pursuing a civil claim in the Madison matter. 

e Also, I consulted both with the relevant RTC ethics officer and with the 
• relevant Treasury ethics officer. 

e Both ethics officers advised me that there was no requirement for a recusal in 
this matter. The specific statutes and regulations involved do not define this 
as a case requiring recusal. 

e Both ethics officers advised me that any decisions on recusal normally would 
be made when a matter is ready for decision. The Madison matter, as I've said, 
is not ready. 
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Question : 

Doesn't your relationship with The President and Mrs. Clinton require a recusal? 
Isn't there the appearance of a conflict of interest? 


A naw-fli: 

• First as I said. I'll probably not be playing any role in this matter. 

a Second, I'm playing no role whatsoever right now in the RTC's investigation of 
» this case. I've seen no documents. I've had no conversations at all on where 
the investigation stands. I have no idea what recommendations the General 
Counsel will reach. They probably will be completed after I've left. 

e Third, I might point out the RTC referred this matter to the Justice Department 
for possible criminal review last October. I was also interim CEO at that time. 

e | was advised at that time that such a review was being conducted and that a 
decision on referral to Justice would be made. 


Question: 

Were you asked how it should be handled? 


Aoiwar 

•- As certain Treasury and RTC officers will attest, I took the position that normal 
procedures should be followed. If such a decision on referral was typically 
made at the regional office level, my view was that it should be made that way 
in this matter. 


// 7?o 
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Question: 


What conversations/contacts have you had with The White House on this 
matter? 


Answer; 

. # I've had one brief meeting and one incidental conversation. Approximately 
three weeks ago, Jean Hanson (Treasury General Counsel) and I requested a 
• meeting with Mr. Nussbaum, White House Counsel. 

e The purpose of the meeting was to describe the procedural reasons for the then 
impending February 28 deadline: Due to the Completion Act, the statute of 
limitations was retroactively reinstated for certain types of civil claims (those 
relating to fraud and certain claims relating to intentional misconduct); as it 
related to Madison Guaranty, it would expire the end of February. Finally, if the 
RTC were to determine that any such claims existed, the RTC would have to 
determine whether to seek a tolling agreement or commence litigation. 

e We made clear that we had no idea at all what decision would be reached. I 
did say, however, that if I received a clear recommendation from the RTC's 
chief legal officer, I would follow it. I also said that I was reserving judgment 
on a recusal. 

• We were only asked one question. Did the RTC intend to provide the same 
briefing on the RTC's processes to attorneys for the parties in interest. I said 
that I assumed so but would check with the RTC General Counsel. 

e Jean Hanson did check and was told "in due course." I said "fine”. 


imi 
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Question: 

Why did you brief the White House on those processes? 


Answer: 

• Solely to ensure thet they understood the legal, procedural framework within 
which the RTC was working. (If you recall, at that time the February 28 date 
was the subject of major attention in the Congress and the press.) It is not 
uncommon for meetings of this type to take place. The meeting could have 
• taken place between the lawyers; this was simply a legal briefing with a larger 
audience. 


Question: 

Who else attended that meeting? 

Answer : 

e Mr. Ickes, Ms. Williams and one of Mr. Nussbaum's assistants. 


Were there any other conversations at all? 


AotWtf: 

• The only other discussion - which lasted about five minutes ~ occurred later 
when | indicated that I was not inclined towards a recusal. 

Question : 

Has the White House attempted to influence your decision on these matters? 


Answer: 


No. It is understood that the RTC must complete the task that it has been 
given and, of course. The White House respects the independence of the RTC. 


// 772 . 
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Question : 

Are you a close friend of the Clintons? 


Answer: 

• 1 I know them well. yes. 


Do you consider yourself a FOB? 


Answer: 

• Yes. as I understand that term to be used. 

Question : 

Do you think your relationship with The President should disqualify you from 
playing any role in Madison? 


Answer : 

d As I said. I probably won't be playing any role. If I were to play a role my 
answer would be no. When I was advised that a referral to Justice was likely, 
my position was that all the normal procedures should be followed. In that 
case, such decisions are often made by regional offices and my view was that 
nothing should be different. 

e That would be my stance on Madison. If I received a clear recommendation on 
it from the chief legal officer. I'd follow it. 

e I've never played favorites on sensitive matters, let alone one of this sensitivity, 

and I wouldn't do so here. 


//773 



Question : 


Have you attempted to influence the RTC's review of the Madison Guaranty 
matter or the outcome of its decision? 


Anawtt: 

• No. 


Question : 


Why did the Treasury General Counsel accompany you and not the RTC 
General Counsel? 


Aoawfti: 

e We discussed only the broad procedural framework of the statute of limitations 
issue and the presence of the RTC General Counsel was not necessary. No 
specifics were, or were intended to be discussed. 


nrti 



Question: 


Ricki Tigert chose to recuse herself. You didn't. What's different about the 
two cases? 


Answer : 

• I can't comment about Ricki Tigert's decision. I haven't discussed it with her. 
I don't know the FOIC procedures which pertain to it. It's not my role to 
speculate on her decision. 


n 11 s 
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Question: 

Have you issued any instructions to RTC staff on this investigation? What 
were they? 

Anawftr: 

• I advised the Deputy CEO and the General Counsel of the RTC that I expected 
that all standard procedures would apply to the RTC's handling of this matter. 
Other than that, I have issued no instructions. 

» 
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Question: 

Have any other officials of the Treasury Department been involved in any 
discussions relating to the RTC's handling of Madison or related matters? 


Answer: 

• I and a very limited number of my Treasury staff have been briefed generally 
by RTC staff on a variety of issues related to the RTC's review of the Madison 
matter. Topics include: 

• RTC procedures related to document requests; 

• the causes of action that might be available to the RTC that fall within 
the extension of the statute of limitations contained in the RTC 
Completion Act; 

• the normal criteria applied by the RTC in seeking an Authority to Sue. 
tolling agreements with potential defendants, etc.; and, 

• the applicable statute of limitations and a chronology of the Madison 
matter beginning in 1 989; 

• No discussions of the actual decisions to be made by the RTC as to whether 
any claims exist and should be pursued against specific persons In connection 
with Madison have been held by me or other Treasury staff. 


// 77 ? 



Question; 


Why did the Treasury people participate? 


Answer; 

• From the outset of my appointment I involved a limited number of Treasury 
staff to provide support as necessary because there was no permanent General 
Counsel and no Deputy CEO, and more of my attention was required. 


i\m 



Quinton ; 


What discussion with RTC staff have you personally had on Madison? 


Answer; 

# I have had some discussions with the Deputy CEO and General Counsel 
regarding the procedures being followed by the RTC. As I have repeatedly said, 
I have insisted that the RTC follow established procedures that are used in any 
other case when dealing with this matter. 


in 7 <? 
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Qu aatton: 

Are you typically briefed on specific PLS cases? 


Answer: 

• Not generally. But in this case I have received numerous inquiries from 
Members of Congress for information, which has required an understanding of 
the issues in order to adequately respond. 


/I7*° 
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Question : 

Why has the Treasury General Counsel been so active in this whole matter? 
She has no responsibilities at the RTC. 

Answer: 

• The Treasury General Counsel to my knowledge has not been active in the 
Madison matter. 

• * the RTC's General Counsel has been directing its efforts and has counseled me 

about the procedures being followed in the investigation. 

/I 7*7 
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Question : 

What discussions on Madison have you had with Secretary Bentsen? 


Ans-wen 

• I have had three brief discussions with Secretary Bentsen on matters relating 
to Madison. 

• I alerted him that there was a possibility of criminal referrals being made in late 
• September. 

• In early February I described to him the process that the RTC was undertaking 
in connection with its review of Madison in light of the then impending 
February 28 deadline, and that I had received congressional inquiries on 
whether I would recuse myself from the matter. 

e | told him that I was reserving judgment on the refusal. 

e Somewhat later I told him that I was not inclined toward a recusal. 


Question : 

Why did you have those conversations? 


AlUttlt: 

• To givo him a "heads up" so that he would not be caught by surprise if he was 
to receive inquiries on these matters as Chairman of the Oversight Board. 


intz. 
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Question : 

What has he said to you about the Madison investigation? 

AoiMr.tr; 

• Nothing. 

Question: 

Do you mean that he said nothing during your conversations? 
AoiMtit; 

• Only that he appreciated the "heads up". 

mrb 
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Question; 

Has the Justice Department told the RTC what it can and cannot tell the 
Congress in matters relating to Madison Guaranty? 


Answer, 

• I was advised the RTC had discussions with the Justice Department regarding 
the release of specific information contained in a criminal referral. 

e * The RTC regularly discusses such issues with Justice to ensure that RTC 
disclosure of information will not compromise any Justice investigation. 


M7?V 
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QuMtion: 

Does Treasury have any documents relating to Vince Foster's death? 


Anmari 

• We recently received a Congressional request for such documents. Our search 
to data had idantifiad several Bureau of Alcohol, Tobacco and Firearms and 
Secret Service documents. 


Question : 

What is the Department doing in response to that Congressional request? 


Answer : 

e We continue to search our files for responsive material. In addition, as you are 
aware, the jurisdiction of Independent Counsel Robert A. Fiske includes looking 
into the investigation of Mr. Foster's death. Accordingly, we have referred to 
the Independent Counsel the documents that we have located and have asked 
the views on whether they can be released. 


OuMttam 


• Why do thoso bureaus have documents related to the investigation of 
Mr. Foster's death? 


Answsfi 

e ATF was asked by the Park Police to do laboratory analysis of physical 
evidence the Park Police had collected in their investigation of Mr. Foster's 
death. Secret Service generated documents in connection with their 
responsibility for physical security at the White House, including Mr. Foster's 
office. 


mss 



Qystion: 


Why don't you release them? 


AniMcac: 

• We have an obligation not to jeopardize an ongoing investigation. Although we 
believe that, at least a portion of them will not be relevant to the investigation, 
Mr. Fiske is conducting the investigation and it is his decision what documents 
can be released. We hope that he will give a prompt reply to our request that 
- he make conclusions about these documents. 





Question: 


• Secretary Altman, has the RTC been in contact with the Independent Counsel 
Robert Fiske? Have you participated in these conversations? 


Answer: 

e I understand that there have been several telephone conversations with Mr. 
Fiske and his staff and RTC staff regarding various procedural matters. 

• e | have not participated in any of those discussions. 


H7T7 
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Question; 

Tell us about the documents which the RTC provided to Mr. Fiske. 


Answer: 

• The RTC Is cooperating fully with the Independent Counsel. I am advised that 
in order to protect Mr. Fiske's investigation I should not comment on 
documents produced to him. 


Question: 


Who at the RTC has access to these documents? 


Aniwtc 

e I only know that the RTC's General Counsel has access. Beyond that I cannot 
comment. 


/ 1 77 ? 
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Quaatlon : 

What is the RTC doing to get those documents it has previously provided the 
Justice and Mr. Fiske back? 


Aomin 

• I understand that the RTC maintains copies of any documents in its possession 
which it has provided to the Independent Counsel. 


Are there other documents which the RTC needs which it can't get? 


Aomin 

e The RTC is going to investigate the facts, and seek all documents which are 
relevant. Obviously it wants to make litigation decisions on the best 
information in existence and will do whatever is necessary in order to obtain 
the information it needs. 


/ I7f? 



Quintan: 


Why shouldn't the investigation of Madison be done solely by the Independent 
Counsel appointed by the Attorney General instead of the RTC conducting its 
own investigation? 


AntWtti: 

e The RTC is required by law to maximize the recoveries of assets from failed 
institutions in RTC conservatorships or receiverships and the RTC is without 
authority to delegate its responsibilities in this matter. 


n ??© 
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Question : 

Secretary Altman, has the RTC investigated the Rose Law firm and whether or 
not it correctly represented possible conflicts when soliciting business with the 
RTC? 


Answer; 

' • I understand that the General Counsel received a report prepared by the RTC 
Office of Contractor Oversight. The report was presented to the FOIC during 
* its investigation of the Rose Law Firm. 

• With respect to the Office of Contractor Oversight report, the General Counsel 
has also advised me that the report does not contradict the information 
reviewed and the conclusions reached by the FDIC. 

e The FDIC, as exclusive agent for the FSLIC, was the original conservator of 
Madison and as such, retained the Rose law firm hot the RTC. As you know, 
the FDIC has investigated the circumstances arising out of that relationship and 
has released the report. Perhaps Acting Chairman Hove might like to briefly 
expand upon the report. 


MOTE: If questioned about other RTC institutions where the Rose Firm was 

hired - We can get that for the record. 


/ 1 71 1 
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Question: 

Ara you awara of tha connections between the Rose Law Firm and Madison 
and/or Whitewater? 

Anawer: 

* I only know what I read in the newspapers. 

imz 
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ftiitiliin ; 

Why is the RTC refusing to provide informetion about Msdison and Whitewater 
to this Committee? 

Anawar : 

e To date the RTC has not received s request from the Committee and is 
cooperating to the fullest extent possible under the lew with the investigations 
by individual Members of Congress. 

IMS 
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Quaatton: 

Haven't you refused to provide specific information to members of the 
Committee and their staffs which they have advised you is extremely important 
to their carrying out of their duties? Why has the RTC taken the position that 
an individual Member of Congress only has the standing of an average citizen 
when making requests of the agency for information? 


Answer; 

e - First, let me say that the RTC has attempted to cooperate as fully as possible 
under the law with document requests by individual Members of Congress. 

• We have provided volumes of information to individual members of Congress 
regarding Madison Guaranty. We have sent 6,500 pages of material to Senator 
D' Amato and have been providing documents to Congressman Leach's staff 
since late December of last year for a total of 13,000 pages. 

e The RTC has taken the position that requests for Information from individual 
Members of Congress have the same standing as FOIA requests and are subject 
to the same exceptions. There is no credible legal theory or authority to the 
effect that the law is otherwise. 

• Providing privileged information to an individual member of Congress would 
likely waive all applicable privileges and could result in other violations of law. 

• RTC's position is consistent with that of other agencies and of the Department 
of Justice. 

e We are most concerned that we not take steps which would impair the RTC's 
and the Independent Counsel's ability to carry out their responsibilities or 
violate relevant law. 


/! 7<W 
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What ara the problems with raleasing all tha requested documents to individual 
Members of Congress? 


• Absent a request from the Committee, the RTC is limited in what it can provide 
to individual Members of Congress in tha following areas: 

• 

• Infor m ation regarding tha par tonal and co rporata financial records in its 
oosaossion: 

a information relating to criminal investigations; 

a Information which is privileged; and, 

a Material relating to possible civil litigation. 

a Release of these types of information to individual Members of Congress could 
jeopardize tha govemments's ability to bring and subsequently prosecute both 
civil and criminal matters. 

a In addition, tha wlaa a a of certain information could be a violation of tha Privacy 

and Trade Secrets Acts that in turn would load to possible liability to tha 
government official responsible for their release and to tha Qovommont as wall. 
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Qmitlon : 

As a Committee member (Minority Member) and as participant in this hearing, 
I am formally requesting that you supply the material previously requested (by 
Rep. Leach/Sen. D' Amato). 


. e As previously stated, it is the RTC's view that a request from an independent 
member of a committee does not constitute a request by the committee. 

• 

• The RTC is in something of an awkward position. Clarification really should be 
provided by the Committee as to whether a request during ths hearing from an 
individual member constitutes a formal request by the Committee as part of this 
hearing. 


MOTE: You should be aware that the second response could antagonize Senator 

Riegle. 
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Question : 

As the Chairman of this Committee, I am requesting that the RTC provide the 
information requested to the majority and minority staffs of this Committee. 


Aoattflt: 

• The Justice Department and the Independent Counsel, Mr. Fiske, has requested 
that with respect to Madison, the RTC make no information available about 
criminal referrals without its consent. 

• The RTC, in addition to its obligations to comply with the law the RTC is deeply 
concerned about the provision of information which could have a negative 
impact on its investigation or litigation of any matter. 

• I would also request on behelf of the RTC that appropriate safeguards be 
implemented after consultation with the staff of the Committee to protect the 
confidentiality of information and to preserve the privileged nature of any 
information which might be disclosed. 

e Mr. Chairman, the RTC will respond as to its position on this request 
expeditiously after consultation with the Independent Counsel and the Justice 
Department. 
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Question : 

Mas the RTC applied this policy for all document requests by individual 
Members of Congress? 


Answsr 

• The RTC's policy with respect to this type of matter is a non-partisan one. The 
RTC has treated Democrats similarly to Republicans. The RTC has previously 
provided privileged information to Congressional Committees with safeguards 
* such as a promise of confidentiality or under threat of subpoena which protects 
the agency from a claim that its privileges have been waived by disclosure to 
Congress. For example, the RTC has disclosed: 

• Information regarding Southwest Savings litigation requested by a 
majority member of the Senate Banking Committee. The information 
was disclosed only after the RTC received a [written] promise of 
confidentiality from the (Committee); 

• Information regarding HomeFed requested by the majority of the House 
Banking Committee. The Chairman of the Committee, in writing 
threatened to issue a subpoena for the requested material; 

• Information protected by the Privacy Act requested by a majority 
member of the House Subcommittee on Civil Service (Rep. Schroeder) 
was denied originally and released only after a promise of confidentiality 
by the Chairman of the Subcommittee. 

€ In the absence of such safeguards, the RTC would have to consider all its 
options in order to avoid jeopardizing its statutory obligations. 
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Quiition: 

How many criminal referrals were made by the RTC relating to Madison? When 
were they made? Could you provide a copy of these referrals to the committee? 


Answer: 

• It is the policy of the RTC not to discuss criminal referrals on an institution 
specific basis; 

. • All questions concerning criminal investigations should be directed to the 

Justice Department, and in the case of Madison Guaranty to Independent 
Counsel Robert Fiske. 
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Question: 

What are the RTC processes for criminal referrals? What were the RTC 
processes which led to the decision in October to refer this to the Justice 
Department? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

• e it is standard RTC practice to review institutions for criminal activity sometimes 
even after the statute of limitations on civil claims has expired and to make 
criminal referrals where warranted. Those reviews are conducted in RTC field 
offices and referrals are made directly from the field offices to the appropriate 
U.S. Attorney's office. 

e It is the policy of RTC Investigations to make criminal referrals where there is 
a reasonable basis to believe that a crime has been attempted or committed. 


Were you told what names would be included in the referral? 


Anawer: 

• Ye*, I was told. 


Who were they? 


• I cannot comment. 
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ftiMHiw: 

Who was involvad in that dacision? 

• I am not sura. Normally, rsfarrals ara mad# by tha Criminal Coordinator 
working tar RTC's Invastigations unit in tha tMd offica. 
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Question: 

When did the RTC first turn its attention to Madison? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

# The RTC became responsible for resolving Madison's affairs on 
August 9 , 1989. 

e Madison Guaranty Savings was declared insolvent and placed in 

conservatorship on February 28, 1989. 

e The Federal Home Loan Bank appointed the Federal Savings and Loan Insurance 
Corporation ("FSLIC”) to serve as Madison's conservator. 

e By agreement between the FSLIC and the Federal Deposit Insurance 

Corporation ("FDIC"), the FDIC immediately became the Managing Agent for 
the Madison conservatorship. 

e The FDIC managed the conservatorship until ("FIRREA") was signed into law 
on August 9, 1989. 

e The FDIC remained themanaging agent for the RTC until the Resolution Trust 
Corporation Refinancing, Restructuring, and Improvement Act of 1 991 became 
effective in December of 1991. 
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Question : 

Who in the RTC was involved at the beginning? 

Answer; 

e I don't know. 

tl fo$ 



Question : 

• When did the Madison matter first come to the attention of the RTC's 
Washington office? 


Anawar 

• I don't know. 
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Question : 

Why wasn't a claim pursued before the statute of limitations lapsed? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

e The original statute of limitations for director and officer and other professional 
liability claims was not "permitted to lapse". 

e The statutes of limitations for PLS matters in thrifts under RTC control were not 
permitted to expire without either filing appropriate civil actions, settling claims 
prior to filing or reaching a decision to close investigations because the dual 
criteria of viable and cost-effective claims could not be met. 

e The decision not to pursue claims against former officers, directors, attorneys 
and appraisers for Madison was based on these factors. 

• Madison filed suit against Frost and Co., its accountants, in 1988, and the 
government continued to pursue these claims. In i 991, the RTC settled with 
Frost. 


ntos 



QuMtton: 


Who made the decision to permit the original statute of limitations to expire? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

• The investigations into all Madison professional liability matters, other than the 
audit failure case against Frost & Co., were closed by officials in the FDIC Legal 
Division responsible for RTC manors and by officials in the RTC Office of 
Investigations, (dual sign offs) 

• The settlement of the audit failure case was approved by officials in the FDIC 
Legal Division responsible for RTC matters and by business officials of the RTC. 
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Question: 

Why has it been almost five years since Madison failed and no civil action has 
been taken while many criminal referrals have been made? 


Answer: (ELLEN TO TAKE THIS QUESTION! 

• While an in-depth response concerning the actions taken by he RTC in 
connection with Madison must await a later date, let me provide you with a 
review of significant events: 

e The original statute of limitations for Madison civil claims expired in early 
1992; 

• Before that date, the FDIC and subsequently the RTC pursued a civil 
claim against Madison's former auditors. This case was originally filed 
by Madison (the institution) prior to its failure and was successfully 
settled. Certain other litigation was also pursued. 

e Despite the fact the statute of limitations for civil claims had expired in early 
1992, the RTC has continued to assess Madison, as well as other institutions, 
as to whether criminal referrals should be made since the statute of limitations 
period for criminal charges is longer. 

• With the enactment of the RTC Completion Act in December 1 993, the statute 
of limitations was renewed with respect to a limited class of civil actions. 

• The statute of limitations with respect to those civil actions extended in 
December 1 993 was again extended as part of the recently enacted California 
Earthquake Relief Act. The statute of limitations expires on December 31, 
1995. 

e The review of whether any civil claims relating to Madison as well as other 
institutions are sound and cost effective is underway. 


1 1 to 7 



Question: 


Has the RTC ever uncovered any ties between Madison and Whitewater, or 
Madison and the Clintons? 


Arnold 

• Since these matters are under investigation, it would be inappropriate to 
comment on them at this time. Discussing specific information could materially 
impair both the civil and criminal investigations which are underway. 
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Question : 

Had Congress not just extended these limitations, what would the RTC have 
done on Madison before the February 28 deadline? 


Answer: 

• Although it would not have been easy to complete this investigation in the time 
originally allotted in the RTC Completion Act, RTC was prepared to take the 
necessary steps to do the best job possible. 
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Question : 

What is the RTC doing at this very moment to reach a decision on a civil claim? 


• Beginning in January 1994, the RTC commenced a new investigation of the 
claims revived by the Completion Act. 

• It assembled a team of experienced in-house attorneys supervised by a Senior 
* Counsel and Legal Division managers. 

e Further, we hired outside counsel to assist us. 

• We expect to make decisions about pursuing revived claims during 1 994. 
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QviMtion; 

Who at the RTC is doing that work? 

Answer: 

e A team of in-house attorneys supervised by a Senior Counsel and Legal Division 
managers, as well as outside counsel. 


Question : 

Who is the outside counsel? 


tltn 


Answer: 

e Pillsbury, Madison & Sutro. 
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Qmitton: 

When will a decision be reached? 

Anawtf ; 

• I have been advised that the staff anticipates that decisions on pursuing 
specific claims should be made in 1994. 
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Questlo n: 

If the RTC were to file a claim in court against the Clintons, how would that 
work? What would the RTC seek, etc.? 


Anawr: 

• The RTC would follow its normal procedures if it decides to file a claim against 
anyone. I have instructed the RTC to handle this matter like it would any other. 


//m 



In light of the problems with RTC PLS, why do you think that it can adequately 
investigate the Madison claims? 


Answer : 

• As I said in my testimony, we have made great progress in addressing the 
problems which have been identified with RTC PLS. 

e We have greatly strengthened our management team with the recent 
appointment of Ellen Kulka, a very knowledgeable attorney in PLS matters, as 
the General Counsel of the agency. 

e Many of the problems with PLS had to do with inadequate numbers of 
experienced staff, and I have taken steps to address these problems. RTC PLS 
now has the largest number of attorneys in its history, and I recently approved 
* the creation of 4 new managerial positions to improve oversight of cases and 
investigations. 

o The naming of an Assistant General Counsel for Professional Liability, pursuant 

to the RTC Completion Act, with responsibility for supervising both legal staff 
and investigative personnel in this area, will also improve coordination between 
these units. 
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Question: 

Why did the Clinton Administration oppose a retroactive extension of the statue 
of limitations in the RTC Completion Act? 


Amwtr; 

• The Administration did not oppose the RTC Completion Act's extension of the 
statute of limitations. 

• The Administration's proposed legislation to fund the completion of the RTC in 
March 1993 did not contain a provision to extend the statute of limitations. 

• During Congressional consideration of provisions to be included in this 
legislation. Treasury was asked for its views on an extension of the statute of 
limitations. While we did not support the provision, we did not express any 
opposition. 
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Question: 

Did Madison Guaranty matters enter into that decision? 


e No. 



Quaatton: 


• What is the RTC doing to ensure that claims for which the statute of limitations 
has been extended are being investigated? 


Answer: 

• The RTC legal staff is in the process of establishing procedures that will identify 
potential cost effective claims that have been extended by the RTC Completion 
Act. Such procedures will include review of prior RTC actions and, in some 
cases, additional investigations. Since over 400 institutions are involved, the 
process will likely take some time and resources to complete. 
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Question: 

When did Madison Guaranty collapse? 


Answer: (ELLEN TO TAKE THIS QUESTION) 

• Madison Guaranty Savings was declared insolvent and placed in 
conservatorship on February 28, 1989. 

• The Federal Home Loan Bank appointed the Federal Savings and Loan Insurance 
Corporation ("FSLIC”) to serve as Madison's conservator. 

• By agreement between the FSLIC and the Federal Deposit Insurance 
Corporation CFDIC”), the FDIC immediately became the Managing Agent for 
the Madison conservatorship. 

e The FDIC managed the conservatorship until ("FIRREA") was signed into law 
on August 9, 1989. 

e The FDIC remained the managing agent for the RTC until the Resolution Trust 
Corporation Refinancing, Restructuring, and Improvement Act of 1 991 became 
effective in December of 1991. 
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Question: 

Who made the decision to put Madison into conservatorship? 

Answer: 

• The Federal Home Loan Bank Board. 
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Question: 

Tell us about the federal oversight of Madison before the collapse. 

Answer: 

Madison was regulated by the Federal Home Loan Bank Board* the predecessor 
agency to the Office of Thrift Supervision. I am not in a position to answer 
questions about regulation of Madison before its collapse. 
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Question: 

Why was McDougal permitted to loot the institution the way he did? 

Anawqri 

I have no specific information about the operation of Madison in the 1980's. 
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Question: 

Wasn't that a dereliction of oversight? Who was responsible? 


Answer; 

• The RTC does not and did not regulate financial institutions and therefore I am 
not in a position to respond. 





fluflaiteni 

• Do you think that the President and/or Mrs. Clinton have broken any laws in 
this matter? . 


Answer; 

• In my role as Interim CEO of the RTC, it is inappropriate for me to speculate. 
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Question: 

Have they acted in an ethical fashion? 

Answer: 

• As the interim CEO of the RTC I just cannot comment on this. 
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Question: 

Aren't there, at the very least, appearances of impropriety on their part? 

Answer; 

• As Interim CEO of the RTC, it would be most inappropriate for me to 
comment. 
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Question: 

What should be done if it is ultimately determined that laws were broken? 


Answer: 

• If the RTC's investigation determines that an individual or entity may have 
committed civil fraud, or intentional wrongdoing which resulted in substantial 
loss to the institution or unjust enrichment, then the RTC should do what is 
appropriate to recover from any such individual. 

• As usual, any decision to seek a recovery must take into account the strength 
of the RTC's case and the cost effectiveness of any proposed litigation. 
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Question: 

Has anyone at the RTC spoken to the President's attorney in this matter? Who 
has had that conversation? 

Anaw«: 

• I do not know. 


nm 



Question : 


Will the Oversight Board play any role at all in RTC decisions on Madison? 


AnSYKftT- 

• No. 
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Statement by 

Representative James A. Leach 
before the 

U.S. House of Representatives 
March 24, 1994 


Mr. Speaker, I rise to a point of personal privilege of the House. 

In rising to this point of privilege, I wish to express concern 
about the breakdown of comity that has occurred on a personal and 
procedural level in the House Banking Committee. 

On a personal level unfortunate adjectives have been used; on a 
procedural level unprecedented tactics have been employed. 

I don't wish to dwell on the personal, except to stress my high 
regard for the Chairman of the Banking Committee and to suggest 
that, as the theologian Reinhold Niebuhr once observed, the temper 
and integrity of the political debate is more important in our kind 
of democracy than the outcome of any issue. 

Motivational aspersions are no substitute for full disclosure; 
indignation no substitute for pursuit of truth. 

Members of the Majority may be speaking the truth when they indicate 
they have no evidence of a link between the failure of an Arkansas 
S&L and Whitewater and that they know of no improprieties at issue. 
But it should be understood that not speaking an untruth is not the 
same as describing a truthful situation, particularly if there has 
been no serious effort to pursue the truth. 

Constitutionally it is the duty of Congress to oversee breaches of 
law or public ethics in the Executive Branch. During the 12 years 
of the so-called "divided government" of the Reagan/Bush era, the 
Legislative Branch took its Constitutionally-mandated oversight 
function seriously, as witnessed by the expansion in the size of its 
staff and the number of investigations undertaken. 

Now both the Executive and the Legislative Branches of government 
are controlled by the same political party. The oversight mandate 
thus falls disproportionately upon the Ranking Members of the 
respective Committees for those areas of the Executive Branch over 
which they have jurisdiction. Not to assume leadership in 
performing the oversight function with regard to the way in which 
the financial institutions of this country are managed and regulated 
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would be to violate my oath to "support and defend the Constitution 
of the United States . . .and . . .well and faithfully discharge the 
duties of the office." 

If the majority party refuses to uphold its responsibilities because 
of political embarrassment to its party's top elected official, the 
minority party is left with the choice either of joining in a 
complicity of silence or pursuing investigations that run the danger 
of being partisan. 

In this context, I would simply emphasize that I raised the 
Whitewater issue with great reluctance, realizing the import as well 
as the power of the Presidency. I fully understand the political 
and personal liabilities involved. Nonetheless, I feel it would be 
inconsistent, indeed, hypocritical, to my own values, if I refused 
to pursue a line of inquiry potentially embarrassing to the 
President of a country which from its inception was intended to be 
hallmarked by law and its applicability to all citizens. It is, 
after all, the establishment of a government of laws, not men, that 
defines the uniqueness of the American experiment with democracy. 

Procedurally, it should be noted that the Minority is currently 
engaged in one of the most profound checks and balances 
philosophical engagements with the Executive branch in the modern 
history of the Congress. This engagement carries far greater 
implications than any judgement relating to a particular 
embarrassment of a particular public official at a particular time 
because at issue is precedent: whether in future circumstances the 

oversight capacities of Congress can be thwarted if the Majority 
party of Congress is the same as that in control of the Executive 
branch and chooses to refrain from its oversight obligations in 
order not to embarrass its party's standings. 

It is possible that the Constitutional precedent for our checks and 
balances system surrounding the refusal of the Administration to 
cooperate with an oversight probe of the Executive branch which the 
majority party does not sanction may have more long-term negative 
consequences than any episodic embarrassment that might relate to 
this or any President's past. What is at issue is the definition of 
Congress as it applies to the Constitutionally granted oversight 
responsibilities of the legislature. In our checks and balances 
system, Congress was given oversight responsibilities, but this 
Administration is suggesting in response to minority requests for 
documentation from Executive agencies that only Chairmen speak for 
Congress. The minority in Congress, by this logic, has no power to 
advance or fulfill its Constitutional rights if the majority does 
not concur in request for information. If such precedent is allowed 
to stand, Congress's oversight capacities will for all practical 
purposes be hamstrung whenever the Executive and Legislative 
branches of government are controlled by the same party. Would our 
founding fathers have had this in mind? 
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In this connection, on December 9, 1993, as Ranking Member of the 
Banking Committee, I wrote federal regulatory agencies to request 
certain documents of an oversight interest (Example, Tab A) . in a 
follow-up letter I pointed out, as the courts have noted, "The 
Congress rarely acts as a body. Its manifold duties in the 
legislative, investigative, and oversight fields are almost 
invariably carried out through committees, committee chairmen, 
individual members, and staff personnel •" Murphy v. Department of 
Army . 613 F .2d 1151, 1156 (1979). In addition, the court stated: 

"The Senate and the House are so organized that certain 
legislative and quasi-legislative activities may be 
accomplished only through committee action. In other respects, 
however, the legislature acts through its individual Members. 
All Members have a constitutionally recognized status entitling 
them to share in general congressional powers and 
responsibilities, many of them requiring access to executive 
information. It would be an inappropriate intrusion into the 
legislative sphere for the courts to decide without 
congressional direction that, for example, only the chairman of 
a committee shall be regarded as the official voice of the 
Congress for purposes of receiving such information, as 
distinguished from its ranking minority member, or other 
committee members, or other members of Congress. Each of them 
participates in the law-making process; each has a voice and a 
vote in that process; and each is entitled to request such 
information from the executive agencies as will enable him to 
carry out the responsibilities of a legislator." 

Agency heads responded that a Ranking Member only has the authority 
of an individual Member of Congress and, therefore, may only obtain 
information that would be available to the public pursuant to the 
Freedom of Information Act. In addition, the Office of Thrift 
Supervision asserted that it differs "with the view that Rules X and 
XI of the House of Representatives grant to a ranking minority 
member (or any individual member) the same authority to request 
information that a committee chairman possesses." In short, the 
agencies contend that only Chairmen, not Ranking Members, speak for 
Congress • 

Subsequently, on March 8, 1994, I wrote requesting information for 
the Banking Committee's upcoming RTC oversight hearing (Tab B) . 
Agency heads again responded by holding to the position that only 
the Chairman of a Committee would be permitted access to agency 
documents. 

In this dispute about who is entitled to speak for Congress in the 
context of Congress' right and obligation under Article I of the 
Constitution to conduct oversight of the Executive branch, the 
Chairman of the Banking Committee, in what may have been an effort 
to bolster the Executive's position, wrote agency heads on March 10, 
1994, to suggest that they deny my document request and wrote 
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separately on March 14, 1994, to state that they need not answer 
questions concerning Madison Guaranty Savings and Loan at the 
scheduled hearings. (Tab C and D) . The Chairman's letter contained 
an implicit and unprecedented philosophical assertion that not only 
does a Chairman have the exclusive right to obtain oversight 
documents from the Executive branch, but the right to deny such 
documentation to other Members and the right even to deny inquiries 
about issues clearly germane to the subject of hearings. 

So that there is no misunderstanding, the RTC Oversight hearing was 
scheduled under requirement of law. Section 21A(k) (6) of the Federal 
Home Loan Bank Act (12 U.S.C. §1441a(k) (6) ) , and there is no 
provision in that law for exceptions to Congressional oversight that 
relate to a single state and its institutions. The U.S. Congress 
wrote a law applicable to all 50 states, not 49, and the oversight 
of our laws applies throughout this country. Just as in America no 
individual is above the lav, no state is beyond its reach. Just as 
no individual is entitled to violate the law out of ignorance of it, 
no person, even the Chairman of a Congressional Committee, is 
entitled after the fact to be sole interpreter of a lav's meaning or 
serve as a censor to another Member's inquiries. Indeed, no Member 
of Congress has the right or power to deny relevant information to 
another Member. 

In addition to the Federal Home Loan Bank Act, the Committee's role 
in oversight is buttressed by the House Rules as modified under the 
Legislative Reorganization Act of 1970. I refer to paragraph 
2 of House Rule X providing for the Committee's "General Oversight 
Responsibilities" which states: 

"(b)(1) Each standing committee ... shall review 
and study, on a* continuing basis, the 
application, administration, execution, and 
effectiveness of those laws, or parts of laws, 
the subject matter of which is within the 
jurisdiction of that committee and the 
organization and operation of the Federal 
agencies and entities having responsibilities in 
or for the administration and execution thereof, 
in order to determine whether such laws and the 
programs thereunder are being implemented and 
carried out in accordance with the intent of the 
congress and whether such programs should be 
continued, curtailed, or eliminated." 

Separate procedural rules may apply to an investigative hearing, but 
such rules do not apply in this case. The statutorily mandated RTC 
hearing is an oversight hearing in accordance with Rule X. Any 
reliance on investigative hearing procedures to deny information to 
Committee Members is misplaced. Any information requests or 
questions by Members related in any manner to RTC operations are 
authorized under the Committee's oversight authority. It is also 
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expected that in answering questions witnesses have the obligation 
either to assert appropriate privileges or fully respond with 
answers to the questions (£££, 2 U.S.C. §192, Sinclair v. United 
states . 279 U.S. 263 (1929)) and such answers shall be truthful. 
( See . 18 U.S.C. §1001, U.S. v. Poindexter . 951 F.2d 369 (D.C. Cir. 
1991) ) . 

Moreover, the precedent of the Banking Committee is clear with 
respect to the relevance of specific questions on specific 
institutions. On numerous occasions at past RTC oversight hearings, 
questions related to individual institutions have been asked by 
Committee Members, including the Chairman, and answered by 
witnesses. In fact, the Committee's invitation letter of March 3, 
1994, to Treasury Secretary Bentsen for purposes of the RTC 
oversight hearing, seeks testimony and documents related to a 
specific institution, Homefed Savings. Of relevance also is the 
following statement last week of the Chairman of the Senate Banking 
Committee: 

So we have had now over the years since 1989, a very long 
series of regular oversight hearings where we call in the 
officials responsible for implementing that law to find out 
exactly how it is working and if there is a need to change any 
particular part of it. Is it working the way it was designed 
to work? Have we corrected all the abuses? We were so 
concerned about that issue that, in fact, we built into that 
1989 law a requirement that there has to be a hearing here in 
Congress every 6 months on how that cleanup effort is doing and 
how that law is being implemented. Within the text of that 
part of the law we went so far as to say that any institutions 
that failed in that time period, in the mid-1980's, that if any 
Senator on the committee wanted to come in and ask questions 
about that particular institution, that they had a right in law 
to do so. We did not foresee the Madison case at that time, 
but it applies precisely to the Madison case and every other 
case out of that time period. ( Cong. Rec. S3 153, March 17, 
1997) . 

To the degree the Chairman's letters are open to an interpretation 
that would imply the possibility that they have been requested by 
the Administration to bolster its efforts to deny information to the 
Congress and thereby the public, at issue would be a collusive 
effort by the Majority party in the Congress to aid and abet the 
Executive branch in its concerted effort to deny disclosure of 
information related to legitimate Congressional oversight. 

In this regard, a letter recently copied to Rep. William Clinger, 
Ranking Member of the Government Operations Committee, evidences a 
comparable approach in another committee of Congress (Tab B) . 

It is the Minority' 8 position that Executive branch witnesses must 
address their obligations to respond to legitimate oversight 
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requests and legitimate inquiries on the subject of hearings as 
required by the lav and the Constitution, not in conjunction with 
any arbitrary desire of a Chairman to deny discussion on a subject 
the Executive branch would rather not forthcomingly address. The 
Minority party, has a baseline assumption that officials of the U.S. 
government will comply with the lav and, when appearing before a 
committee of Congress, abide by the Code of Government Ethics for 
Federal employees to "Uphold the Constitution, laws, and regulations 
of the United States and all governments therein and never be. party 
to their evasion." (Pub. L. No. 96-303, July 3, 1980, 94 Stat. 855) 

The constitutionally-derived obligation of oversight cannot be 
short-circuited at the whim of the Congressional majority. It is 
just as much the duty of the minority party, as the majority. 

Indeed, in real life circumstance as evidenced in this particular 
incident, oversight may in practice imply a greater obligation on 
the party out of power than the party in control of the Executive 
branch. 

Hodding Carter, the distinguished journalist from Mississippi, 
recently noted that Southerners of virtually all philosophical 
stripes recognized a little or a lot of truth in certain Northern 
concerns about discrimination that existed in the South in the 
heyday of civil rights activism. But with understandable resentment 
all felt that Northerners had a duty to look a little more 
assiduously in their own backyards. In this probe of Whitewater, I 
believe an outsider might conclude that the single party 
concentration of political power in Arkansas may be in need of 
review that the shadow of Lyndon Johnson and Huey Long may have been 
cast to greatly on a former governor ship. But as a Northerner, I 
am obligated to note that my primary responsibility is my backyard, 
in this case the body to Which I am elected to serve. While I 
believe it would be unfair to suggest that one of America's great 
political parties is more honest than the other, I believe the 
concerted effort to avoid accountability and full disclosure in the 
Whitewater incident, and the unfortunate institutional precedents in 
process of being established, reflect attitudes more associated with 
single party governance of closed than open societies. Competition 
is the American way. When single party dominance is long and deep, 
arrogance associated with power creeps incontestably into the 
system. Whitewater, in the end, may tell more about Congress than 
the Executive branch. 

In this context, the Minority raised concerns about the manner in 
which the RTC Oversight hearing scheduled this week might have been 
conducted. Nevertheless, the Minority was disappointed the hearing 
was abruptly postponed. 

Postponement of the hearing by the Majority raises, above anything 
else, the issue of compliance with the law. Compliance with the law 
is not a matter of convenience or discretion. The Majority party 
has no prerogative to avoid capriciously its legal obligations. 
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Hearings mandated by statute were to have occurred by December 3, 
1993. It is a statutory obligation of the Majority in the 
Legislative Branch to conduct on a timely basis RTC oversight? it is 
the statutory obligation of the Executive to cooperate with Congress 
and comply with its legal responsibilities. 

The negotiations this week between leaders of the House which led to 
the passage of a bipartisan resolution expressing the sense of the 
House as to the need to hold bipartisan hearings are promising. The 
subsequent statements by the Speaker that these discussions were of 
the "possibility of hearings, not a concession that hearings are not 
necessarily going to take place," is disappointing. The Majority 
has an obligation to ensure that the decision to postpone 
indefinitely RTC hearings does not amount to yet another example of 
Congress not applying the law to itself. 

With regard to a possible hearing, let me stress the Minority has 
offered to cooperate fully with the Special Counsel. We have 
transferred substantial information to his office. We have given 
him our proposed witness list and offered to support a delay in the 
day of hearings provided under House rules to the Minority to allow 
him a chance to depose witnesses first. For his part, the Special 
Counsel, in a meeting on March 17, 1994, with the Minority, said 
that he would not impede in any manner Executive Branch testimony 
and that he would not stand in the way of an RTC oversight hearing. 
Mr. Fiske also stated that he did not object to the disclosure of 
copies of documents to Congress, other than White House documents. 
The existence of a Special Counsel appointed in the Madison case 
cannot be used as a rationale to avoid providing RTC oversight 
information to Congress. 

Congress and prosecuting attorneys have differentiated roles, but 
they are by no means incompatible. In fact, they are generally 
complementary. Indeed, in the Banking Committee hearings over the 
past decade on institutions such as Lincoln (Charles Keating) and 
Silverado (Neil Bush) the Justice Department had tandem 
investigations underway. Hearings almost always reveal knowledge 
and perspective that is helpful to prosecutors. It was, after all. 
Senator Ervin's committee that revealed the existence of the 
Watergate tapes and it was the recent Senate hearing that revealed 
improper contacts between Executive Branch agencies and the White 
House. The major recent exception where a prosecutor was undercut 
by Congress involved excessive zeal to embarrass Presidents Reagan 
and Bush that caused a committee to offer immunity to certain 
witnesses in the Iran Contra probe. But the more general proposition 
is that constraining a Congressional inquiry has the effect of 
reducing knowledge, thus reducing prosecutorial discretion. 

Mr. Speaker, in a country in which process is our most important 
product, it is the belief of this Member that the precedents 
established in this investigation are more important than the 
investigation itself. Nevertheless, I come to the floor this 
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afternoon to present to the attention of the House and the American 
people some findings, with supporting documentation, the Minority 
has uncovered in its ongoing investigation of the Whitewater/Madison 
affair. 

Accordingly, I would like to review in both a perspective and 
information dispensing sense the Madison/Whitewater issue and divide 
the remainder of my discussion in two categories: what happened and 

how the Administration has responded. 

On the landscape of political scandals Whitewater may be a bump, but 
it speaks mountains about me-generation public ethics as well as 
single party control of certain states and the U.S. Congress. 

In a nutshell, Whitewater is about the arrogance of power — 
Machiavellian machinations of single-party government. It all began 
in the late 1970s when a budding S&L owner named James McDougal 
formed a 50-50 real estate venture with a young politician, the then 
Attorney General of Arkansas Bill Clinton. In this venture called 
Whitewater, the S&L owner and S&L affiliated entities provided 
virtually all, perhaps all, the money; the govemor-in-the-making 
provided his name. 

Over the years, the company received infusions of cash from the S&L 
as well as from a small business investment corporation which 
diverted, allegedly at the Governor's request, federally-guaranteed 
funds from a program designed for socially and economically 
disadvantaged people to the Governor's partners and thence, in part, 
to Whitewater. 

Some of these funds were used to pay off personal and campaign 
liabilities of the Governor; some to purchase a tract of land from a 
company to which the state had just given a significant tax break. 
Whitewater records have apparently been largely lost. A review of 
the numerous land transactions, however, raises questions of what 
happened to the money that came into the company and a review of the 
President's tax records raises questions about tax deductions that 
were taken and income that may not have been declared. 

Under the governorship of Bill Clinton, Jim McDougal was named a 
Gubernatorial aide to serve principally as liaison to the Economic 
Development, Commerce, and Highway and Transportation Departments; 
the first lady of Arkansas was hired to represent the S&L before 
state regulators; the president of the S&L was placed on the state 
S&L commission; an attorney who represented the S&L was named the 
state S&L regulator; the S&L received rent from state agencies; 
Whitewater had roads constructed using a state agency program and 
state funds; and the S&L was allowed to operate, despite being 
insolvent for an extended period, providing millions in loans and 
investment dollars to insiders and the Arkansas political 
establ i shine nt • 
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Under the governorship of Bill Clinton, the S&L was allowed to grow 
25-fold until federal regulators forced its closing, at which time 
taxpayers picked up the tab for losses that amounted to 
approximately 50 percent of the institution's deposit base. 

Under the Governorship of Bill Clinton, the total number of state 
chartered savings associations declined dramatically. Over the 
period December 1979 to December 1992, the number of stock state 
chartered thrifts in Arkansas declined from thirty-three, with 
assets of $961,002,000 to three, with assets of $146,072,000. 

Viewed another way, the amount of assets available to support home 
mortgage lending for the people of Arkansas declined. 

The story of Whitewater is thus part and parcel the story of the 
greatest domestic policy mistake of the century — the quarter 
trillion dollar S&L debacle. It is the story of a company which in 
one sense was a simple real estate development venture, but in 
another was a vehicle used to spirit federally insured deposits from 
an S&L and compromise a significant political figure. 

In the largest series of bank robberies in history, which 
precipitated an industry bailout larger than the taxpayers provided 
Lockheed, Chrysler and New York City times a factor of ten, it is 
fair to ask: "What happened? Who is responsible?" 

An answer to these inquiries requires an understanding that those 
accountable are not only a few negligent and corrupt S&L owners, but 
attorneys, accountants, state and federal legislators, regulators 
and assorted public officials. As wide-ranging as the 
responsibility is, however, it is a mistake to be so glassy-eyed as 
not to seek lessons for the future through a demand for individual 
accountability for breaches of law and ethics in the past. 

Macro-economics aside, public responsibility for the S&L debacle is 
of a tripod nature, involving: 1) the conflict-ridden role of 
Congress in passing loose laws; 2) the ideological mistake of the 
Reagan Administration in urging deregulation in an industry which 
requires responsible standards; and 3) the culpability of a small 
number of state governments, such as in California, Texas, Louisiana 
and Arkansas, which failed to rein in high flying state-chartered, 
state regulated institutions, which because of the federal nature of 
deposit insurance, precipitated a massive transfer of wealth from 
states with responsible governments to those without. 

In Arkansas it is impressive how the federal government was 
obligated to close more than 80 percent of state-chartered S&Ls in 
the 1980s and how large taxpayer losses were in relation to the 
state's S&L deposit base. The failure of the Clinton Administration 
in Little Rock to fulfill its responsibility to police state 
financial institutions had the effect of increasing tax burdens on 
citizens of Arkansas as well as other states. 
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While taxpayers at the national level were forced to pick up the tab 
for the mistakes of politicians in whose elections they could not 
vote, citizens in states like Arkansas were doubly shortchanged. 

Not only did they have to share in eventual bail out costs, but when 
their home based financial institutions frittered away the hard 
earned deposit savings of their state to insiders, fewer resources 
were made available to potential home owners and minority 
entrepreneurs . 

What the Keating-5 scandal was all about was the attempt of an S&L 
owner to compromise through political contributions significant 
political players, in this case five senators, to influence 
regulators to keep an insolvent, corruptly-run, institution from 
being closed. What makes Governor Clinton's involvement with a 
company which helped breach the vaults of an Arkansas S&L 
philosophically at least equal to, but in reality more troubling 
than the Keating model is that not only did the institution's 
management organize conflict-ridden fund raising endeavors for the 
key politician in the state, but through Whitewater it put the 
Governor in a compromising personal finance position as well. 

What is extraordinary is the hypocrisy of the circumstance. The 
following 1991 announcement statement of Governor Clinton speaks for 
itself: 

"For twelve years of this Reagan-Bush era, the Republicans have 
let S&L crooks and self-serving CEO's try to build an economy 
out of paper and perks instead of people and products. They 
stack the deck in favor of their friends at the top and tell 
everybody else to wait for whatever trickles down." 

Despite the rhetoric it is remarkable how time after time in the 
1980s, alleged defenders pf the little guy in American politics 
found themselves advancing the interests of a small number of owners 
of financial institutions which were run as private piggy banks for 
insiders. The intertwining of greed and ambition turned democratic 
values upside down. 

In our kind of democracy ends simply don't justify means. Just as a 
conservative, who may despise government, has no ethical right not 
to pay taxes, a liberal has no ethical basis to put the public's 
money in his own or his campaign's pocket just because he may have 
the arrogance to believe he is advancing a political creed that is 
in the public's interest. 

Why does all this matter? 

Here, it would perhaps be appropriate to paraphrase the great 
Illinois Senator, Ev Dirksen: a few thousand here and a few 

thousand there and pretty soon it adds up to a real scandal. Put 
another way, an ethical lapse here and an ethical lapse there and 
pretty soon it adds up to a character deficit. 
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I have never known anyone in public life better able to put 
embarrassing episodes behind him than Bill Clinton. Accordingly, I 
couldn't have been more surprised by the discombobulation of the 
Administration at the minority's restrained request last November 
for hearings and full disclosure. 

As in most serious public scandals, cover-ups can prove as troubling 
as acts at their source. 

Much press attention has centered in recent weeks on the revelations 
of improper contact between employees of independent federal 
agencies and the White House. The question of whether a "heads up" 
was appropriate is of significance. More so, is whether the line 
between a "heads up" and "cover-up" was crossed. 

By background, for several years a group of criminal investigators 
for the RTC in Kansas City reviewed the failure of Madison Guaranty 
Savings and Loan in Little Rock and came to the conclusion criminal 
referrals were appropriate. In the last week of September 1993, 
they sent copies of their referrals to Washington. Within a few 
days of receipt of the referrals from the Kansas City office, RTC 
Washington officials visited the White House. Within a few weeks, 
in an unprecedented change of procedure, Washington demanded to 
review all Madison referrals. Within a few months, a senior Kansas 
City criminal investigator was removed from the case. Within a few 
more months, officials from RTC Washington visited Kansas City to 
pass on the determined message that senior RTC officials in 
Washington wanted it understood that they wished to claim Whitewater 
was not responsible for any losses at Madison. 

Courageously, Kansas City investigators refused to allow Washington 
RTC objections to change the content of the referrals they sent in 
the second week of October 1993 to the Justice Department. 

Courageously, Kansas City investigators refused to back the 
Washington position that Madison's losses were unrelated to 
Whitewater and pointed out to their superiors that in one intensely 
reviewed six month period alone approximately $70,000 was 
transferred from Madison and Madison affiliated companies to 
Whitewater. 

Courageously, Kansas City investigators have sought whistleblower 
protection rather than comply with the Washington RTC gag order that 
no one from Kansas City could speak with Special Counsel Fiske 
without clearance through and accompaniment of Washington RTC 
officials. 

The briefing of the White House by high ranking Department of 
Treasury and RTC employees must be understood in the context of the 
development and transmittal to the Justice Department of these 
referrals and in the context of the possibility Kansas City was in 
the process of developing further referrals. 
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There are many elements of the Whitewater affair that are a bit 
esoteric. But the revelations that U. S. government officials 
briefed key White House aides on potential legal actions which 
independent regulatory agencies might be obligated to take 
implicating but not charging the President and First Lady subvert 
one of the fundamental premises of American democracy — that this 
is a country of laws and not men. 

In America no individual, whatever his or her rank, is privileged in 
the eyes of the law. No public official has the right to influence 
possible legal actions against him or herself. For this reason 
agencies of the government as well as the White House have precise 
rules that govern their employees. 

The following standards (31 CFR §0.735-30) apply to the Department 
of Treasury: 

"An employee should avoid any action ... which might result in, 
or create the appearance of ... 

(2) Giving preferential treatment to any person; ... 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official channels; 
or 

(6) Affecting adversely the confidence of the public in the 
integrity of the Government." 

Similarly, the following standards contained in 12 CFR § 1605.7 
apply to RTC employees: 

"No employees shall engage in any action, which might result 
in, or create the appearance of ... 

(b) giving preferential treatment to any person; ... 

(d) losing complete independence or impartiality; 

(e) making an RTC decision outside official channels; or, 

(f) adversely affecting the public's confidence in the 
integrity of the RTC." 

Likewise, the following standards apply to the white House (3 CFR 
§100.735-4): 

"In all circumstances employees shall conduct themselves so as 
to exemplify the highest standards of integrity. An employee 
shall avoid any action, whether or not specifically prohibited 
by this subpart, which might result in, or create the 
appearance of: 

(1) Using public office for private gain; 

(2) Giving preferential treatment to any person; . . . 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official 
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channels; or 

(6) Affecting adversely the confidence of the public in 
the integrity of the Government •" 

Perhaps laws have not been broken, but seldom have the public and 
private ethics of professionals in the White House and Executive 
Departments and branch agencies been so thoroughly devalued. 

The point of all this is that there is a disjunction in this 
Administration between public policy and private ethics. Americans 
abhor privilege; hypocrisy gnaws at the American soul; it leaves a 
dispiriting residue of resentment. 

What is also extraordinary is the absence of simple truth. 

Administration Claims Whitewater caused no losses to Madison. 

Fact! As reflected in the minor ity-developed 
charts and evidenced by supporting 
documentation, Madison and affiliated 
companies transferred significant resources 
to Whitewater. In addition to being a 
modest sized real estate company, with a 
cash flow derived from land sales, 
Whitewater appears to be one of a dozen so 
companies with direct or indirect access to 
Madison and its taxpayer guaranteed 
deposits. 

Administration olaims The Clintons lost money in Whitewater. 

Facts To have lost money in Whitewater implies 

that the Clintons invested sums which were 
unrecovered. Their Whitewater partner, 

James McDougal, claims 'at most the Clintons 
over the years put in $13,500 in 
Whitewater. The Minority has provided 
evidence that one land transaction alone 
returned more than this amount to the 
Clintons and published reports indicate tax 
deductions of some value were taken. The 
Lyons report, as well as a review of land 
sales, indicates substantial sums were 
taken out of Whitewater over the years. It 
is not clear how disbursements were 
arranged. What is clear is that infusions 
of capital from land sales, from Madison 
affiliated entities and possibly from 
others appear to have covered loans the 
company and the Clintons took out. The 
company may have had a negative value when 
the Clintons sold their half interest in 
1992, but that neither means the Clintons 
themselves lost money, nor that questions 
ought not be asked about how direct or 
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Administration claim: 
Fact: 

Administration claim: 
Fact: 


Fact: 


Fact: 


Fact: 


Fact: 


contingent liabilities may have been 
disposed of as late as 1992. 

The President and his staff would fully 
cooperate with Congress. 

The Executive branch is actively working to 
prevent full disclosure of documents and 
committee access to witnesses. 

It has done nothing wrong in relation to 
the RTC investigation into the failure of 
Madison and is fully cooperating with 
Special Counsel Fiske's probe. 

Officials of an independent regulatory 
agency (the RTC) immediately notified the 
White House of the probe of Madison by its 
Kansas City office and attempted to put in 
place procedural techniques to undercut the 
traditional independence of its regional 
offices. 

In January, 1994 RTC Washington met with 
Kansas City staff. After the meeting the 
Kansas City office filed a formal complaint 
with Washington RTC. 

On February 2, 1994, the day Roger Altman 
briefed the White House on Madison 
Guaranty, RTC Senior Attorney, April 
Breslaw visited the Kansas City office and 
said that Washington would like to say that 
Whitewater caused no losses to Madison. 
Kansas City employees protested that this 
was not the case. 

Qn September 29, 1993, before the new 
criminal referrals were sent to the Justice 
Department, Treasury General Counsel Jean 
Hanson briefed White House Counsel on them. 
Nine days after the meeting, the referrals 
were sent to the Justice Department. On 
October 14, Jean Hanson with Secretary 
Bentsen's Press Secretary and Chief of 
Staff met with Presidential Advisors 
ostensibly to discuss press inquiries 
related to Madison Guaranty. 

On February 2, right after the appointment 
of Special Counsel Robert Fiske, Roger 
Altman gave the White House a "heads up" 
briefing on Madison. At the Senate 
Oversight Board hearing, Roger Altman 
revealed his February 2 meeting, but no 
others. Several days later, the September 
and October White House briefings were 
revealed. On March 9, the Washington Post 
reported that there were numerous other 
contacts between the Treasury and the white 
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House on Madison. After subpoenas are 
issued it is revealed that there are over 
3,500 pages of documentation surrounding 
these contacts which the White House terms 
as inconsequential. 

Facts After the appointment of Special Counsel 
Fiske, Washington RTC officials imposed 
censorship guidelines on Kansas City RTC 
employees. No discussion with Fiske could 
be made without going through Washington. 

No meetings between Kansas City office and 
Fiske could take place without 
accompaniment of Washington officials. No 
materials could be forwarded without going 
through Washington. All information 
concerning attorney-client privilege was to 
be redacted, with Washington RTC 
determining the scope. 

Administration Claim: No fundraising improprieties occurred. 

Fact: On April 4, 1985, Jim McDougal hosted a 

fundraiser for Governor Clinton. The 
Clinton's repeatedly asked McDougal to host 
the fundraiser to pay off the $50,000 
personal loan that Clinton had taken out in 
the final weeks of his 1984 campaign. The 
question at issue is whether some of the 
money appears to have been diverted from 
Madison Guaranty, which would then, with 
the failure of Madison, imply deferred 
federal financing of a gubernatorial 
election. For example, one cashier's check 
for $3,000 was made in the name of Charles 
Peacook III, then a 24-year-old college 
student who disclaims any knowledge of 
having made a contribution. Mr. Peacock's 
father was a major Madison borrower and 
served at one time on Madison's board. 

Other checks that the RTC is reviewing 
include a $3,000 check from the late Dean 
Landrum, an employee of Charles Peacock, 
and one from Susan McDougal. In the former 
Governor's defense, candidates are not 
always in a position to verify their 
campaign contributions. 

Mr. Speaker, the President's former partner, Jim McDougal in a 
number of occasions has contested the assertion that no resources 
were taken from Madison Guaranty and its related entities and given 
to Whitewater. In an AP story on February 4, 1994 and on the David 
Brinkley Show on March 13, 1994 he specifically raised concerns that 
Madison Marketing was not owned by Madison Guaranty, but was instead 
a sole proprietorship owned by his former wife. He has cited 

15 





4384 


documents filed with the Arkansas Secretary of State's office to 
buttress his claim. 

Mr. McDougal apparently believes there are subtleties about the 
nature of Madison Marketing that need clarification. Mr. McDougal 
gives great credence to the circumstance that at some point Madison 
Marketing may have been operating as an intended proprietorship of 
his wife, but, whether this is true, this appears to be a 
distinction without a difference, form over substance. The 
overwhelming perspective as contained in the 1986 Federal Home Loan 
Bank ‘Board Report of Examination is that all Madison Marketing 
resources were derived from Madison Guaranty or its subsidiaries. 

Any money transferred to Whitewater from Madison Marketing would 
thus have had as its source the S&L. The 1986 FHLBB exam, upon 
which the i earlier staff memo on this subject was based, states: 

"A. Qblegtianabig., conflicts of interest 

Conflicts of interest involving James McDougal, Susan McDougal, 
and William Henley have been detrimental to the safety and 
soundness of the Institution. These individuals are in control 
of the Institution (Madison Guaranty) through their stock 
ownership. James McDougal owns 63.5% of the outstanding 
Madison shares. His wife, Susan McDougal, owns 12.6%, and her 
brother, William Henley owns 8.5%. In addition to his 
ownership control, Mr. McDougal, as President of the 
Institution's subsidiary (Madison Financial), has complete 
control of the land development projects discussed in comment 

B. This control enabled Mr. McDougal to structure the 
development and financing of the projects so that substantial 
cash payments could be diverted to himself, Susan McDougal, 
William Henley and others. These payments have directly 
benefited these individuals, but Madison Guaranty has received 
little or nothing in return. Though they have been structured 
to avoid specific Insurance Regulations, these payments are 
contrary to the general policy of the FHLBB concerning 
conflicts of interest as stated in Insurance Regulation 571.9 
and FHLBB Memorandum R-19a. 

Many of these payments have been funneled through business 
entities which are owned or controlled by the McDougals, 
employees, relatives of employees, or close friends of the 
McDougals and Henley. • . . 

2. Madison Marketing 

Madison Marketing is paid for doing all the general advertising 
for Madison Guaranty and most of the advertising for Madison 
Financial's land development projects. All of Madison 
Marketing's business is derived from Madison Guaranty or its 
subsidiaries. Since 1983 these payments total $1,532,000. . . 
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Given the evidence of Madison Marketing's invoices, it is 
questionable how much of these advertising services are 
actually performed by the firm. The actual work of 
advertising, such as the design and production of commercials 
and providing air time or newspaper space, appears to be 
performed by others. Madison Marketing apparently just pays 
the bills of other providers and adds a 15% fee of its own. 
Examiners estimated this fee to be approximately $200,000 since 
1983. It would appear that Madison Guaranty could have ah 
employee perform similar work for much less money. 

Mr. Latham stated that Madison Marketing made no payments to 
any stockholders. This statement is false. As a part of a 
test for such payments, the examiners discovered two 
remittances from Madison Marketing to Susan McDougal which 
total $50,000. This was a test, and there may be additional 
payments . " 

Mr. McDougal apparently believes Madison Marketing should be 
understood simply as a sole proprietorship of his wife with no ties 
to the S&L. This view is in discordance with that of the United 
States Government, as indicated by the FHLBB report cited above; it 
is also in discordance with a contemporaneous view of the legal 
situation as defined and described by Mr. McDougal in a July 1, 1986 
memorandum from him to Madison Guaranty's President, Mr. John 
Latham. In this memorandum, which is a copy of an original Madison 
document in the possession of the RTC and the minority of the House 
Banking Committee, Mr. McDougal asserts: 

In late January, 1985, Mrs. McDougal permitted Madison 
Marketing to become a subsidiary of Madison Financial 
Corporation. 

In addition, Mr. Jeff Gerth of The New York Times has reported on 
March 8, 1992, an earlier instance in which Madison Marketing 
transferred resources to Whitewater. Mr. Gerth reported: 

Whitewater's check ledger shows that Whitewater's account at 
Madison was overdrawn in 1984, when the corporation was making 
payments on the Clinton's loan. Money was deposited to make up 
the shortage from Madison Marketing, an affiliate of the 
savings and loan that derived its revenues from the 
institution, records also show. 

In addition, David Hale and his attorney Randy Coleman have asserted 
in recent days that it was proceeds of an $825,000 Madison loan that 
was used to leverage SBA funds and to make the $300,000 loan to 
Susan McDougal, of which $110,000 was deposited to Whitewater. 

This evidentiary material coupled with the April 17, 1985 Minutes of 
Madison Financial's board authorizing a transfer of $30,000 from 
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Madison Financial to Whitewater, the memo of L. Jean Lewis of the 
Kansas City RTC office showing over a six month period reviewed that 
approximately $70,000 was transferred from Madison or affiliated 
entities to Whitewater, plus other more confidential RTC material in 
our possession indicates there is every credible reason to believe 
that Madison Guaranty through affiliated entities did transfer money 
to Whitewater. 

Furthermore, records filed with the Arkansas Secretary of State's 
office show that Mr. McDougal, as president of Madison Financial 
Corporation (a subsidiary of Madison Guaranty) on July 26, 1986 
filed an application for registration of fictitious name. The 
application was for Madison Financial to do business as "Madison 
Marketing." This document does not represent incorporation papers. 
This application appears to be in response to the 1986 Federal Home 
Loan Bank exam which noted that with regard to Madison Marketing and 
Madison Real Estate, Madison Financial had "not registered as a 
•d/b/a* in the County records." 

The effect of this statement with its supporting documentation is to 
evidence that: 

1) Whitewater may have begun as a legitimate real estate 
venture but it came to be used to skim, directly or indirectly, 
federally insured deposits from an S&L and a Small Business 
Investment Corporation. When each failed, the U.S. taxpayer became 
obligated tc pick up the tab; 

2) The family of the former Governor of Arkansas received value 
from Whitewater in excess of resources invested; 

3) Taxpayer guaranteed funds were in all likelihood used to 
benefit the campaign of a former governor; 

4) The independence of the U.S. Government's regulatory system 
has been flagrantly violated in an effort to protect a single 
American citizen; 

5) Congress and the Executive are employing closed society 
techniques to resist full disclosure of an embarrassing 
circumstance, with unfortunate precedent setting ramifications. 

Last month a BBC reporter asked me if we Americans weren't making 
too much of this scandal. He raised a fair question. Compared with 
petty potentates around the world, who routinely walk off with 
millions and in some cases billions, conflicts of interest in 
American politics are of petty variety. In this case, however, we 
have a situation where a multi-thousand dollar conflict of interest 
led to a multi-million dollar hit on the taxpayer. That is the 
meaning to the failure of Madison Guaranty. That is also the 
meaning of the Small Business Investment Corporation called Capitol. 

It is simply not appropriate to shrug it off and say that this is 
the way things are done in small states. They aren't in Nebraska, 
South Dakota, or Iowa. It is simply not appropriate to say it isn't 
a federal issue. It is. The U.S. taxpayer has lost millions; home 
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owners in Arkansas have lost institutions that were established to 
serve their needs; minorities throughout the country cannot lightly 
shrug off yet another instance in which a program designed to give 
them a crack at the American dream was redirected to serve the 
investment ego a state political establishment. 

It is suggested by the Majority that we have better things to do 
around here. There again is some truth to this. The minority also 
wants to get on with the business of health care, welfare reform, 
crime legislation. Indeed, we pledge to be constructive and are not 
blocking any Congressional consideration of these issues. But, in a 
larger sense, it should be understood that these* N we have better 
things to do" laments suggest that ethics, governmental integrity, 
and the possible misuse of the public's money should be secondary 
considerations — something to worry about only when we have time. 

In a democratic system, built and maintained on the confidence of 
the people, placing such considerations last on the list of 
priorities is a highly dubious game. Nothing works over the long 
haul if the public loses confidence in its governmental institutions 
and the people who operate those institutions. The task of keeping 
the people's confidence may not be pretty or pleasant, but it is a 
first priority in our system — not a last priority as all too many 
are suggesting today. 

Whitewater is less about the issues of the day than it is the ethics 
of our time. It is a central issue not because it is big, but 
precisely because it is small. 

The way we in America keep our scandals from becoming too big is by 
holding people accountable when the amounts of money at issue are 
relatively small. It is the principles at issue, not the dollar 
amounts that matter. 

In conclusion, let me stress that the most difficult issue to deal 
with is the question of proportionality. When the Minority made its 
restrained request for hearings last November I suggested that while 
there was fire with the smoke, Whitewater appeared to be more a camp 
than forest fire. I now believe the fire has spread to the grass 
and is heading to the trees but that it is still not too late to put 
it out with full disclosure and full accountability. In this 
regard, I suggested in a December Washington Post editorial that 
when breaches of law or public ethics occur, options often exist as 
to whether civil or criminal remedies are appropriate. I 
presumptuously concluded then and maintain now that there is no 
reason not to proceed with civil accountability in a civil way. The 
last thing this country needs is a year long trial or travail for 
the President of the United States. It would divide the country and 
be unfair to the public as well as the President. 

Accordingly, I have pledged to the President's Counsel as well as to 
the Special Counsel that I will do my best to put the issue behind 
once disclosure is provided. Accountability is in order; a 
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Constitutional crisis is not. The Presidency should neither be 
jeopardized nor debilitated. Rather than high crimes and 
misdemeanors, the issue today relates to high improprieties and 
breaches of the public trust. 


— 30 — 
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STATEMENT OF THB HONORABL1 JAMBS A. LEACH 
INDEX OF SUPPORTING DOCUMENTS 1 
MADI80N GUARANTY 8AVING8 AND LOAN 
MARCH 24, 1994 


1. Notes of Conversation between L. Jean Lewis and April Breslav, 
February 2, 1994. "(T)he 'head people', would like to be able 
to say that Whitewater did not cause a loss to Madison, but 
the problem is that so far no one has been able to say that to 
them. " Describes losses to Madison caused by Whitewater. 

2. Board of Directors Minutes, Madison Financial Corporation, 
April 17, 1985. "RESOLVED, that the Corporation pre-pay to 
Jim McDougal $30,000.00 of his annual bonus in recognition of 
the profits of the prior year and that said bonus is to be 
paid directly to Whitewater Development.” 

3. Application for Registration of Fictitious Name, Applicant — 
Madison Financial, Fictitious Name — "Madison Marketing" 
(July 25, 1986) . 

4. .Chronology of Criminal Investigation. 

5. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Steve Irons (FBI) transmitting criminal referral. 

6. Letter of September 1, 1992 from L. Richard Iorio (RTC-KC) to 
Charles A. Banks (DOJ) transmitting criminal referral. 

7. RTC Internal Memorandum, May 3, 1993. Background remarks and 

conversation with AUSA Bob Roddey's office re: Madison 

Guaranty Savings referral. 

8. RTC Internal Memorandum, May 19, 1993. Additional 

conversation with Office of Legal Counsel for U.S. Attorney's, 

. U.S. Justice Department, Washington, D.C. No record of 

Madison criminal referral at Washington DOJ. 

9. RTC-KC E-Mail, May 19, 1993. Madison matter forwarded to 
Donna Henneman in "Legal Counsel." Referral submitted to that 
office "because of the political ramifications and political 
motivations.” 

10. RTC-KC E-Mail, May 26, 1993. Follow-up call from Donna 

Henneman (DOJ) • RTC advised by an FBI agent in Little Rock 
that it was a "very solid case of check kiting, and was highly 
prosecutable." Henneman was growing increasingly frustrated 
by the situation, because she had seen the information, knew 
that it had come in, and couldn't understand why she was 


1 Previously unreported information relating to the 
prosecutorial strategy of criminal referrals has been redacted. 
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having such a hard time tracking vhere the referral and 
exhibits had gone. 

11. RTC-KC E-Mail, June 8, 1993. Conversation vith Donna Henneman 
(DOJ) . Madison Referral has reappeared on her desk. Criminal 
Division has sent memo to Doug Frazier (in Depty Atty General 
Heyman's office) advising him that there was "no identifiable 
basis for recusal of the U.S. Attorney in the Eastern District 
of Arkansas." Referral sent to Frazier for review and final 
decision. 

12. RTC-KC E-Mail, June 23, 1993. Conversation with Donna 

Henneman (DOJ) • Package returned from Frazier. Frazier 
appointed U.S. Attorney in Florida. 

13. RTC-KC E-Mail, June 23, 1993. Further Conversation with Donna 
Henneman (DOJ) • Spoke with Doug Frazier. Decision made to 
return the referral back to the Arkansas U.S. Attorney. No 
basis for recusal. 

14. RTC-KC E-Mail, June 29, 1993. Source indicates Madison 

referral has been returned to Little Rock. Acting U.S. 
Attorney will not act on referral. It is being held until 
U.S. Attorney designee Paula Casey takes office. 

15. RTC-KC E-Mail, September 23, 1993. Conversation with Donna 
Henneman (DOJ) • Washington DOJ would like to be copied on all 
future transmittal letters concerning Madison referrals vith 
an additional one paragraph summary of the content of the 
referrals with the transmittal letters, so that Henneman will 
be aware of those with "sensitivity issues." 

16. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 

Henneman (DOJ) • DOJ would like copies of all future Madison 
referrals sent to Washington in addition to sending to u.s. 
Attorney in Little Rock. Henneman will confirm this in 

writing. 

17. RTC-KC E-Mail, September 29, 1993. Conversation vith Donna 
Henneman (DOJ) • Washington DOJ withdrawing request for 
referrals to be sent directly to Washington, but would still 
like copies of transmittal letters vith addendum summary 
paragraph. 

18. RTC-KC E-Mail, October 26, 1993. Conversation vith FDIC- 

Memphis concerning Exam Reports. 

19. RTC-KC E-Mail, October 27, 1993. Conversation vith Donna 

Henneman (DOJ) • Inquiry on whether declination letter had 
arrived from Little Rock U.S. Attorney. 

20. Letter of October 27, 1993 from Paula J. Casey (U.S. Attorney) 
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to L. Jean Levis (RTC) • Declination letter on the Madison 
referral. 

21. Letter of November 1, 1993 from L. Jean Levis (RTC) to Paula 
J. Casey (U.S. Attorney). Confirmation of declination letter 
and the stipulation from October 27th letter that the matter 
vas concluded prior to the beginning of Paula Casey's tenure 
and that the RTC had never been advised of such result. 
Chronology of correspondence betveen RTC and DOJ. 

22. RTC-KC E-Mail, November 10, 1993. Notice of nev RTC lead 
investigator on Madison. L. Jean Levis removed as lead 
investigator. "The Powers That Be have decided that I'm 
better off out of the line of fire ...” 

23. RTC-KC E-Mail, November 15, 1993. Transmittal of vhite paper 
outlining chronology of events related to 1992 Madison 
referral. Challenges nevs article indicating that decision to 
decline Madison referral had been prior to Paula Casey's 
appointment . 

24. RTC-KC E-Mail, November 15, 1993. Discussion of meeting with 
Donald MacKay. "He's coming here to evaluate us, our work, 
and to try and decide just hov good this case is, and how he 
can best deal with a very sensitive political situation.” 

25. Letter of December 21, 1993 from Michael Caron (RTC) to Bill 
Houston (FDIC-Memphis) . Seeking information on banks involved 
in loan svapping. 

26. RTC-KC E-Mail vith attachment, January 6, 1994. Discussion of 
contact vith reporter. 

27. RTC Memorandum of January 14, 1994 from Jack Ryan to rtc vice 
Presidents and Assistant Vice Presidents. Requirement that 
the collection and distribution of all information and 
material responsive to requests concerning Madison be 
coordinated through RTC-Washington. 

28. RTC-KC E-Mail, January 25, 1994. Establishment of Madison 
review team. 

29. RTC-KC E-Mail, February 7, 1994. Conversation vith Little 
Rock 0.3. Attorney's office. "(H) e'd spoken to Jeff Gerrish 
recently, and that Gerrish vas 'absolutely astounded' that 
nothing more vas ever done criminally vith Madison, beyond the 
Castle Grande transaction. 

30. RTC-KC E-Mail, January 5, 1994. RTC Washington review of 
Madison investigators. Response memo from supervisor stating, 
"FYI. This is vay out of line. Z have already contacted woe 
and filed a formal complaint." 
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31. Letter of October 10, 1983 from C.J. Giroir, Jr. (Rose) to 
James B. McDougal. Pursuant to discussion with Hillary 
Clinton enclosing a billing for Madison Bank & Trust dated 
December 23, 1981. 

32. Memorandum to Governor Bill Clinton from Jim McDougal, 

February 7, 1985. N Kathy called yesterday to ask for my 

recommendations for two people to fill the vacancies on the 
State Savings and Loan Board. ... Bill, ve are dovn to only 
about 15 state-chartered savings and loan institutions and I 
am about the only one around who has any interest in this 
board.” 

33. Letter of December 12, 1984 from James B. McDougal (Whitewater 
Development Co.) to Ron Proctor (Citizens Bank). "I have been 
unsuccessful in trying to meet with Bill and Hillary to sign 
the vote renewal. I have forwarded to them by messenger this 
morning the note and an envelope with which to forward it to 
you. Each month we will deposit into our account at Flippin 
an amount sufficient to cover the monthly payment.” 

34. Memorandum to John Latham from Jim Mcdougal, April 18, 1985. 
”1 want this preferred stock matter cleared up immediately as 
I need to go to Washington to sell stock.” 

35. Memorandum to John La than from Jim McDougal, February 19, 
1985. "Proceed with your idea on the subordinated notes. We 
need to make a decision an Madison Bank k Trust.” 

36. Memorandum to John from Jim, January 7, 1985. "You, Greg, and 
I need to discuss Securities License. First South has one on 
by its Service Corporation.” 

37. Memorandum to John Lathan from Jim McDougal, July 11, 1985. 
”1 need to know everything you have pending before the 
Securities Commission as I intend to get with Hillary Clinton 
within the next few days.” 
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Motes from the conversation between RTC Senior Criminal Investigator L. Jean 
Lewie and FOXC Attorney April Breslaw on February 2, 1994, from approximately 
3:50 p.m. until 4:35 p.m. 

• April stated that "the people at the top* keep getting aeked about 
Whitewater, which teems to* have become a catch all phrase for Madison and 
it's related investigations. She said that eventually "this group" is 
going to have to make a statement about whether or not Whitewater eaused 
a loss to Madison, but the fact that Whitewater had no loan at Madison 
provided less potential for a loss. April stated very clearly that Ryan 
and Kulka (7), the "head people", would like to be able to say that 
Whitewater did not cause a loss to Madison, but the problem is that so far 
no one has been able to say that to them. She felt like they wanted to be 
able to provide an "honest answer", but that there were certain answers 
that they would be "happier about, because it would get them off the 
hook." 


April felt that it would have been difficult to determine exactly what 
happened with the Whitewater account, because so many checks had gone in 
and out of the account, and made a reference to the end resulting netting 
itself out. She asked about Greg Young's work papers on the Maple Creek 
Parma reserve for development analysis, and how it didn't seem to have any 
apparent tie to Whitewater. I concurred that it didn't have any 
legitimately defined tie, which is precisely why it was included in the 
referral. 

She inquired about the $30,000 check to Jim McOougal from Whitewater in 
5/85, and about the disposition of the funds. I explained the transaction 
as I know it: the $30,000 had been converted to a MOSEL cashier's check, 
which was subsequently endorsed by ■■■■■■■and deposited to Riggs 
Rational Sank. I explained that when the check was force paid, the 
Whitewater account was overdrawn by over $28,000 which was then 
subsequently covered by the payment of a $30,000 bonus from MFC to Jim 
McOougal, deposited directly to Whitewater on McOougal *s orders. 

She asked how we could get to a clear cut answer as to whether or not 
Whitewater caused a loss to Madison. X stated that, as far as X am 
concerned, there is a clear cut loss. X also stated that any attempt to 
extract Whitewater as one entity from the rest of the McOougal controlled 
entities involved in the alleged check kite will distort the entire 
picture. X further pointed out that X would produce the answers that were 
available, but that X would not facilitate providing "the people at the 
top" with the "politically correct answers just to get them off the hook". 

She asked questions about the specifics of the checks going through the 
Whitewater account. I stated that it appeared that the majority of the 
checks written out of the Whitewater account during the window time frame 
were going to other financial institutions to make loan payments. X also 
said that the referral focused only on a short time frame, but that if 
that same research were conducted for a two year period, it was my belief 
that the losses to Madison from the Whitewater account alone would easily 
exceed $100,000, given that $70,000 had gone out of the account during the 
six month window time frame. X further added that the end loss result from 
the entire seam, using all 12 companies /entities, would be hundreds of 
thousands of dollars in what were essentially unauthorised loans. 

X stated that if she wanted me to tell her, unequivocally, that Whitewater 
didn't cause a lose, X could not do that. X could only reiterate the 
allegations contained in the referral, which are based on fact, and that 
it is my opinion and belief that Whitewater did, in fact, cause a loss to 
Madison because of the amount of the unauthorised loans that McOougal 
made, through the check kite, to entitles in which he was a primary party 
and beneficiary. X also pointed out that this ultimately benefited his 
business partners - the same business partners that knei^they had real 
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estate ventures that were not cash flowing, but that also knew their 
mortgages and/or notes were somehow being paid. I pointed out that these 
business partners are intelligent individuals, the majority of then being 
attorneys, who oust have concluded that McOougal was making the payments 
for their benefit. Z posed the question to her. if you know that your 
mortgages are being paid, but you aren't putting money into the venture, 
and you also know the venture isn't cash flowing, wouldn't you question 
the source of the funds being used to your benefit? Would you just assume 
that your partner was making these multi-thousand dollar payments out of 
the goodness of his heart? wouldn't you wonder even more if you knew that 
your business partner's main source of income, an sal. was in serious 
financial difficulty, which by 198S was fairly common knowledge? 

We discussed the initiation of the HGSL investigation, and how evidence of 
the check kite came to light. Z explained that after reviewing a series 
of checks, all of which noted "loan" in the memo field, Z discerned a 
pattern that looked like a cheek kite, and proceeded to trace funds 
through the various accounts, which is a standard investigations 
procedures. Ths end result was the referral alleging a massive cheek 
kite. Z also advised April that I had been told by both the U.S. 
Attorney's office (Mac Dodson), and the FBZ (Steve Irons) that this was a 
highly prosecutable case of check kiting. Z also told her that Z disputed 
the declination of that referral on the basis of "insufficient 
information". She commented that "that's what Grand Juries are for", and 
Z pointed out that it generally seemed to be the policy of the U.S. 
Attorney to agree to open a case before they would start Crand Jury 
proceedings. ! also noted that Z found the treatment of that particular 
referral by the Justice Department to be highly unusual. This concluded 
our discussion. 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.m. at the offices, of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorising* prepayment of Jim 
McDougal's bonus. After a full discussion, the 
following resolution «as unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development ." 

There being no further business, the meeting was 
adjourned. 
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State of Arkansas 

OFFICE OF THE SECRETARY OF STATE 


APPLICATION FOR REGISTRATION OF 
FICTITIOUS NAME 


Tee W.J. “BIT' McCwea 
SKnliiy of Slot# 

Sill* Cioliol 

Ulllo Rock, Arkansas 7220MCS4 


FILED 

juizswk 


W. 1 -BUI* MeCUEN 

SCCtCTMV or SVAVC 


Pursuant lo th# provisions ol Section 95 of ie Arkansas Business Corporation Act. (Act 576 of 1965). 
the undersigned corporation hereby applies for the registration of the use of a fictitious name and sub* 
mils herewith the following statement: 


1) The fictitious name under which the business is being, or wilt be conducted by this corporation is: 

Madlaon Marketing 

2) The character ol the business being or. *o be conducted, under such fictitious name is: 

advcitlalnt and public t atlona 

3) a) The corporate name of the applicant 

hadiaon financial Carp, 

b) The State ol incorporation la: 

Artanaai 

c) The location (giving city and street address) of the registered office of the applicant cor pot at ton 
in Arkansas is: 

Street 2124 LLUL CflMHTl.il Ihllldlflf 

City Uttlt Dart. 

Stale A* 

4) The applicant stales that il 6 Is a foreign r orporalion that it is admitted to and aulliorized to do busi- 
ness m the Stale of Arkansas. 

5) The filing fee in the amount of ItGOO is enclosed. 


Signature: 


-QL 


Hadlanw Pli 


Name of AppBcanl Corporation: 
iclelComntlon 


A 7H 


al Cor 




Address: 


P 0 »e« I5B>. Little lock, At 72203 


SEAL 




INSTRUCTIONS: 

Prepare iMa form in dupticeta. sand to Sacralary ol Slate's Office. Star# Capitol. LHfle Rock. Arkansas Oupttcate 
copy wdi be returned to the corporation and munt be Mad with the County Clark, (not required in Pulaski County) 
ol the County n which Hie Corper a Ho n a regie *ed oMco la loca te d. 
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3 / 09/92 

to 

3/23/92 


3 / 25/92 

to 

4 / 13/92 


4/20/92 

co 

4/24/92 





OUm l WtSTICATlVe CHRONOLO GY Of EVENTS 

Madison Guaranty Savings t Loan CMGSL*) end if a allegad ei# - 
VAitiviccr Development Corporation ('Whitewater*) and Bill a smlZw 
Clinton wro raportad in a 3/9/92 Haw fork Tina a artielo bvJo/f 
earth, MGSL owner and board chairman , Jama a B. HcDougal. had baan 
previously triad and acquit tad on bank fraud chargaa in 4/90. 

Inquiries regarding thaaa tiaa emanated from both BTC Investigations 
in Washington, O.C., and t ha formar Oiractor of the Tulaa 
Consolidated Office,. The Washington inquiry vent through the Kansas 
City Regional Investigations Office to the Tulsa Consolidated 
Investigations office . who was responsible tor investigating tailed 
Arkansas thrifts. The question vas raised as to whether Whitewater's 
relationship with hGSL had been reviewed, and were there any 
resulting losses or potential criminal activity documented. As a 
result of this inquiry, the Tulsa office criminal investigator 
assigned to the Arkansas thrifts was asked to work with the civil 
investigator in reviewing the completed investigative findings eo 
date. Over a two week period . eAs criminal investigator reviewed all 
thrift records obtained from eAs uiscieueioA at the time of 
conservatorship which were stored in the Tulsa office. These 
records included the available Board Minutes, committee and 
subsidiary minutes, ridel ity Bond policies. fHLB exams from prior 
years, outside audits, legal correspondence files and various 
limited loan files. Mo mention was found of any Whitewater 
relationship with MGSL. 

During this time frame. Tulsa Investigations learned that a former 
HGSL employee, subsequently rand still) an attorney in the 
employment of a Little Rock law firm handling extensive litigation 
in Arkansas for the BTC. had allegedly fabricated at least two years 
of minutes for an HGSL subsidiary. Madison financial Corporation 
(•Mrc m ). The criminal investigator was asked to review daily 
records erases^ by the former employee, who was sc eAac time the 
executive assistant to former HGSL president. John Latham. Latham 
pled guilty to one charge of bank fraud in 1999. Copies of the 
former employee's records had been shipped to Tulsa, where it would 
be determined if further investigation was appropriate. An 
affirmative decision was reached during the first week of 4/92. 
While this review was being conducted, the civil investigator was 
reviewing additional Madison records stored in Little Rock under the 
control of the post* receivership assuming bank. Central Bank 4 Trust 
( m C9*T m ). These records, which had never been inventoried by either 
HGSL or CUT. were stored in a downtown Little Rock warehouse, and 
included, but were not limited to. former officer correspondence, 
legal tiles, subsidiary land development and investment tiles, 
microfilm, demand deposit (checking) account rococda/bindera, 
cancelled checks, etc. 


Based on the findings of these concurrent criminal and civil 
investigative reviews, the decision was made that both investigators 
should travel to Little Rock tor a more extensive review of ca* 
"“•housed documents. At this point, the criminal investigation, 
which had been previously scheduled tor late 1992, was rescheduled 
to 4/92 • 


Tbe investigators conducted an extensive review of the warehoused 
records, and the criminal investigator talked with the fBX and O.S. 
Attorney's office regarding the 1990 trial of former HGSL owner 
James B. HcDougal . The criminal investigator learned that the r»l 
was previously aware of the fabricated subsidiary minutes and had 
taken no criminal action. Tulsa Investigations management was 
advised accordingly and that aspect of the review was suspended. 
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Hadison Guaranty Savings f Loan 
Criminal Investigative Chronology 
Page 2 


5/1/92 

co 

7/15/92 


9/1/92 

eo 

9/2/92 


9/3/92 

co 

.2/15/92 


12/13/92 

co 

3/14/93 


3/13/93 

to 

3/4/93 


Tho warehoused records revealed additional Whit ay a tar e hacking 
account statements, raising further guaationa about t ha payee's on 
aoma of Whitewater's chocks. A number of documanta belonging co the 
former Chief financial Officer of HGSL/MfC were located . Among 
thaaa documanta were several accountant/ledger workaheeta on 
numeroua MFC aubaidiary land 'developmental, all of vhich vara 
heavily aubaidiaad by MGSL. Included in one of the development 
vorkaheata marked 'Maple Creek farms* vaa an item denoting a 330,000 
charge to Whitewater for the coat of an engineering survey/ this vaa 
the firat indication of a relationship between MGSL and/or HfC and 
Whitewater beyond the existence of tho Whitewater checking account. 
Original microfilm, along with pertinent original documanta from the 
warehouse, were sent back to Tulaa for further investigation. 
Keaearch vaa conducted on twelve HcDougal and/or HcDougal businesa 
partner controlled accounta, including Whitewater. Check copies were 
produced for a two year period between 4/94 and 4/94 1 a standard 
investigative procedure when tracing the flow of funds. 

During the first week of 5/92, all Tulsa Consolidated Office 
employees were advised that the Tulsa office would be permanently 
closing at the end of 7/92 . All Tulsa Investigations records were 
shipped to the Kansas City Office, thus putting tho Madison 
investigation on hold. The copy process on the HcOougal and/or 
HcDougal business partner controlled accounts was suspended as well, 
due to equipment and records relocation. 

The criminal investigator transferred to the Kansas City office at 
the end of 7/92, resuming the analysis of Madison documents and 
checks. A criminal referral (9C0004) was subsequently generated 
alleging a SI. 3 million check kiting scheme between the HcOougal 
and/or HcOougal business partners controlled entities, including 
Whitewater. This referral was submitted to the KOI and O.s. 
Attorney, eastern District of Arkansas on 9/2/92. 

Having submitted the initial referral on HGSL, the criminal 
investigator redirected priorities to the ongoing investigations 
of three other failed thrifts, which were intensifying, first 
federal Savings, faragould, Arkansas, which was reaching suspect 
plea negotiations, first America Savings, ft. Smith. Arkansas, which 
had been referred from jurisdiction m the western District of 
Arkansas to the Dallas Sank fraud Task force, and Cismaron federal 
Savings, Muskogee, Oklahoma, for which investigations had received 
an allegation of potential fraud from the managing agent. 
Throughout these investigations, the criminal investigator continued 
to request and monitor a response on most referral 0COOO4. 

The O.S. Attorneys office did not offer any standard response co 
eAo HOSt referral, advising either that a case would bo opened or 
that prosecution would be declined, for three months . In response 
to numerous calls from the criminal investigator during that time, 
the tittle Pock fSI Special Agent in Charge sent a letter of 
acknowledgement to the PTC stating that both the fBX and O.s. 
Attorney had received the referral and exhibits. Tho investigator 
continued to work on the aforementioned institutions while 
continuing to monitor a potential response oo cAo (foil referral. 

The criminal investigator initiated a preliminary review of criminal 
activity at Savers Savings, Little Pock, Arkensas, out of which a 
former borrower had been convicted and sentenced in conjunction with 
a failed Texas SSL. This review involved extensive interviews with 
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Kadi son Guaranty Savings 4 loan 
Criminal Investigative Chronology 
Page i 


S/4/93 

to 

S/2S/93 


S/31/93 


to 

6/4/93 


6/3/93 

to 

10/9/93 

10/17/93 

11/1/93 

to 

1/24/94 


tho borrower. and a review of his personal and corporate rmrar/tm 
prior eo hit financing and incarceration in late 4/93 tho 
invootigotor eontmuod to ooko vorbtl roquoot » tor * vrittaa 
rooponto from tho rtt or O.S. httornoy on rest rotorrol COM4. 

On 1/4/tl, tho eri minol invootigotor root o iottor to tho o s 
httornoy inquiring itout tho ititui of tho rotorrol. Tho roo p o n to 
trom tho O.S. httornoy rot or rod tho invootigotor ta tho g.s. J vatic. 
Doportmont in Utthmgton O.C. no erimintl invootigotor iaitiaca! 
t toriot ot stilt to eoj/»oohington to tteorttin tho miim af t. 
rotorrol. SiMultonoouoly. tho criminol iny?.*™.'!/*”. ..^ 
inveetigetione department heed and the field inveetlgatlone officer 
determined that the meat expedient w ay to complete the inveetieetiVn 
of previously defined criminal allegations at M03L las To sVp p'lemeTt 
the investigative manpower. PF 

Throe additional criminal investigators were assigned task of 
reviewing loan tranaactionsr checking accounts and subsidiarv 
lending transactions to ascertain the level of criminal activity at 
both HGSL and MFC. The lead investigator, along with eillhli task 
assigned investigator, returned to the tittle Pock warehouse for 
further document review. The investigators additionally travelled 
to four other counties to review land records pertaining to property 
sales, loan and mortgages reflected in the County Clerk's offices* 
Those findings were shared w ith the other assigned investigators.' 

The four i/ivtttijitori reviewed and analysed all iviiiibii KGSL 
transactional information tor the ensuing 120 days. As a 
nine additional criminal referrals involving multiple KOSt and nrc 
YtYlVYoTomY* •**•**»"« to the O.S. Attorney and 

The lead criminal • investigator received a letter trom the new o s 
Attorney tor the tasters Oistnct of Arkansas. Paula J. Casev. The 

l 1 : 1 * 4 e i 4t IC0004. submitted 9/3/92. had been 

declined due c* * insuft iciest information* . 

PTC Criminal investigations continues to support the investioativm 

ottort. ot tbofll .no o.s. Attornoy by proTT.ing mI oZ Ik ' 

documents warehoused in Kansas City, and offering assistance with 
ongoing subpoena compliance. 


I [Vo O 
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The responsibility for investigation of all filled Arkansas thrlfta was assumed 
by the Tulai RTC Office of Investigations during tho flrat quirttr of 1991 
Responsibility waa assumed from the fagan/Minneapolis RTC Office of 
Investigations! the lead Sagan lnveetlgator for Madlaon Guaranty Savlnoa. Little 
Rock, Xrkanaae at that time wan Mike Mannerly. 

When the Tulaa office aaauaed thla responsibility, Madlaon Guaranty was aaalgned 
to civil Investigator Wyatt Adams. Shortly after the reaaalgnaent of the 
Arkansas thrifts, several members of the Tulaa Office of Investigations Bade a 
sweep through the failed Arkansas shops and appropriated all the records deemed 
necessary for the effective completion of both civil and criminal Investigations. 

Zn mid summer 1991, Investigator Wyatt Adaas traveled to Little Rock to review 
Madison Guaranty records held by the acquiring entity. Central Bank and Trust. 
In an old, non-climate controlled building downtown on the river, which had been 
converted to a "records storage" facility. According to Adams, when he arrived 
there were extensive records in poor condition, haphasardly heaped Into the 
storage space on the second floor, which was poorly lit and protected by a chain 
link fence and a padlock. Boxes were on their sides with records dumped out, DOA 
binders were poorly stacked In one corner, and multiple boxes had been shoved 
into shelving, with no Identifiable inventory. It should be noted that these 
records were already la the warehouse at the time of the Investigations team 
Spring 1991 "sweep" through the Arkansas thrifts, and that the former Managing 
Agent concurs that, to his knowledge, there was no Inventory of these records. 

In July 1991, the criminal investigation of Madison Guaranty was assigned to 
Investigator Jean Lewis. A follow-up criminal Investigation waa tentatively 
slated to begin during the third quarter of 1992, due to the fact that former 
thrift owner James B. McDougal had previously been tried on Bank fraud charges 
stemming from Madison Guaranty, and was acquitted la 1990. The follow-up 
Investigation was Intended to ensure that any remaining potential criminal 
matters had been properly reviewed and addressed. 

In March 1992, Senior Investigative Specialist Jon Walker contacted the Kansas 
City regional RTC office regarding an article that had appeared in the New York 
Times stating possible ties between Whitewater Development, Madison Guaranty 
Savings and Loan, and Bill A Miliary Clinton. Personnel in the KC regional 
office then contacted the Tulsa office with a request that this issue be reviewed 
to determine if Investigations was aware of, had reviewed and/or appropriately 
addressed matters pertaining to the possible relationship between Whitewater 
Development and Madison Guaranty. 

After a review of all available Tulsa Investigations inventory documents. 
Investigators Adams and Lewis were detailed to the warehouse in Little Rock to 
review the remaining Madison records and ensure that nothing had been overlooked 
with regard to any potential action on this matter. Investigator Lewis notsd, 
with concurrence from Adame, that upon arrival that the records were in very poor 
conditio^, appeared to have been dumped and/or crammed into the warehouse space, 
and that there was no available inventory provided by Central Bank 4 Trust 
personnel which could identify the nature of these records. Investigator Adame 
noted that this wee the same condition in which he'd found the records in 1991. 
Boxes had to be rearranged in order to establish work space and room for a table 
and two chairs. 

During the review of these records, neither Investigator Adame or Lewie located 
any loan files and loan records relating specifically to Whitewater Development 
or the Clintons. Investigator Adame then went through a nusfeer of ITamand Deposit 
Account binders, to ascertain if Whitewater had maintained a cheeking account at 
Madison Guaranty. Me located an account and statements for 19B4, 19B9 and 19BB. 
Investigator Lewis reviewed multiple boxes of records, and recovered several 
documents from former thrift officer files that warranted further review. Among 
those documents was a ledger sheet marked "Reserve for Development - Maple Creek 
rarms" from the records of former Madison cro Greg Yeung. On that ledger sheet 
was noted a 130,000 development reserve cost (or an engineering survey charged 


/|£6 1 
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to Whitewater Development. There vu also • limit ad amount of microfilm located 
at the warehouse, which vaa appropciatad under the terms of the P&A Agreement and 
raturned to Tulsa along with saveral ODA binders, with permission from central 
Bank 6 Trust. A signed receipt containing an lteal ted list of th e documents 
taken by Investigators Adame and Lewis was left with cist. 

Prior to departing Little Rock, Investigators Adams and Lewis reviewed the 
Madison dally work film held by Central Bank S Trust to research the flow of 
funds through the Whitewater account ae pulled from the monthly statements, which 
Is a standard operating procedure for I nve at lgat lone. Several checks payable to 
the Bank of Cherry Valley which identified loan numbers, were identified and 
copied from the dally work. Also copied were numerous check payable to entitles 
entitled Penbroke Manor, Rolling Manor, Madison Marketing and others, all of 
which were signed by James or Susan McOougal, payable to Whitewater Development 
and contained the notation "loan* in the memo field on the check. Accounts were 
located and reviewed for these other identified entitles! similar checks 
containing the •loan* notation were found to have been paid between the entitles. 
At that time, both investigators concurred that additional research would be 
appropriate, and requested ail available film relating to Madison Guaranty and 
returned it to Tulsa, leaving a receipt for the film, binders and orlginel 
documents pulled from former office files with CB6T employee Bonnie Crocheron. 
Copies of the entity statements 
film for the years 1984,_19BS a j 


i no cnecks were 
d 1986 


lied and/or duplicated from 


After the original film was duplicated, the duplicates were returned to Central 
Bank 6 Trust for their retention, and the orlginel film wee retained in Tulsa by 
an RTC research contractor. The criminal investigation of Madison then 
continued, as the civil claims had previously been closed out by PLI. 

In conjunction with the ongoing Madison investigation. Kansas City Investigators 
Jean Lewis and Randy Knight traveled to Little Rock in S/93 to revisit the 
Madison records held in the downtown werehouee. Upon arrival Investigator Lewis 
immediately noted the condition of the records was significantly more organised 
than it had been during the previous visit, and it was evident that a number of 
boxes had been cleared out. 


Ouring this visit to the warehouse. Investigator Lewis learned from the storage 
facility attendant that the law firm of Mitchell, Selig, Jackson, Tucker 6 White, 
former general counsel to Madison Guaranty Savings, also scored records at the 


A nu mber of the remaining boxes were reviewed, and the keys returned to 
^mmtm at Central Bank ft Trust. At that time. Investigator Lewie noted to mm 
mmmmk that t he warehouse seemed to lack a number of boxes that had previously 
been there, MdflMflli advised that some of the records had been retrieved 
and were being held in a beck room at the bank (CBftT). when asked why this had 
not been disclosed when the keys had been picked up rather than returned, Ms. 
Crocheron's response was "you didn't ask.* 

It should be noted that, according tothe US Attorney's staff in Little Rock. ~ 


to Madison and wee summo n e d before the Grand Jury cor testimony 
that Investigation has never been disclosed to this office. 


In conjunction with the ongoing rBX investigation of the RTC's referrals. 
Invest lgat loos advised the FIX that additional original Madison Guaranty 
microfilm, along with the records at the warehouse, were under the control of 
Central Bank ft Trust. It is the understanding of Kansas City Office of 
Invest lgat loss that the aforementioned records have now been subpoenaed by the 
U.S. Attorney's office and are now under the control of the Little Rock P1X. The 
original Madison film held by Investigations has also been turned over to the rax 
along with other records subject to Grand Jury Subpoena. 
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Resolutioc i st Corporation 

Kansas City consolidated Office 

4900 Main Street, P.O. Box 419570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 3650342 



September 1, 1992 


Mr. Steve Irons, Supervisory Special Agent 

White Collar Crime Unit 

Federal Bureau of Investigation 

Two Financial Centre, Suite 200 

P.O. Box 21370 

Little Rock, Arkansas 72221 

Re: #7236 Madison Guaranty Savings & Loan 

; Utile Rock, Arkansas • In Receivership (11/29/90) 
CRIMINAL RE FERRAL NUMBER C0004 

Dear Sir: 


Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 


Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. 1 hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 


Due to the extensive nature of the exhibits relating to this referral, they are being submitted to the 
U. S. Attorney's office under separate cover at a later date. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas City Consolidated Office. 


Sincerely, 




L Richard lorio 

Field Investigations Officer 


Enclosure 
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Resoiutio: jst Corporation 

Kansas CU; Consolidated Office 

4900 Main Street, P.O. Box 415570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 365-3342 



September 1, 1902 


The Honorable Charles A. Banks 

United States Attorney 

Eastern District of Arkansas 

U.S. Post Office and Courts Building 

600 W. Capitol, Room 331 

P.O. Box 1229 

Little Rock, Arkansas 72203 

Re: #7236 Madison Guaranty Savings Sc Loan 

Little Rock, Arkansas • In Receivership (11/29/90) 

CRIMINAL REFERRAL NUMBER C00Q4 

Dear Sir 

Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 

Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being sent to your 
office under separate cover. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas Gty Consolidated Office. 


Sincerely, 



L Richard Iorio 

Field Investigations Officer 


Enclosure 
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memorandum 


TO: Criminal Admin Film 

FROM: Jean Levis 

Criminal Investigator 

DATE: May 3, 1993 

RE: Background remarks and conversation with AUSA Bob 

Roddey 's office re: Madison Guaranty Savings referral' 

In March 1993 , shortly after the departure of former U.S. Attorney 
Chuck Banks, I was advised by AUSA Bob Roddey on an unofficial 
basis, that Banks had forvarded the "Madison referral” to Justice 
in Washington D.C. almost immediately after receiving it last 
September; Roddey also added that Banks had taken this action as 
the referral was "politically hot". 

I contacted Roddey* s office early this afternoon to see if AUSA 
Floyd Mac Oodson vas still with the U.S. Attorney *s office, of if 
he had left vith Chuck Banks. I vas advised by Roddey f s secretary, 
Laura, that Dodson did, in fact, leave vith Chuck Banks, and she 
offered me their number, which I declined. I asked her vhat would 
have happened to Dodson's cases, and she offered to "check the 
computer" and call me back, if I could give her a specific case, 
vhich I did, identifying Madison Guaranty Savings criminal referral 
/ C0004 • 

Approximately five minutps later, Laura called back and advised me 
that no record of that referral shoved up in their computer system; 
she then advised me that in conversing vith AUSA Roddey, he told 
her that Banks had sent it to Justice in Washington, and that "ve'd 
probly never hear about it again". 

A letter inquiring about the status of the referral has been 
prepared to send to U.S.A. Pence later today. 

cc: Richard Xerio 

Lee Ausen 



M?*S 
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memorandum 

TOs 
FROM: 

DATE: 


Criminal Admin Fila 
Jaan Lewis^^N 
May 19, 1993 



RE: Additional convarsation with Office of Legal Counsal for 

U.S. Attorney's, U.S. Juatica Dapartmant, Hash., d.C. 


In following up my pravious discussion with tha Offica of Lagal 
Counsal on May 13, Z contactad Dyona Mitchall (sacratary) of that 
offica to saa if sha had baan able to datarmina tha status of tha 
Madison rafarral, as I had not heard back from her. Sha consulted 
her notes and advised aa that they "have no record of that 
referral, it is not in their computer system, it has not baan given 
to an attorney"; upon repeating this response to har, sha 
reiterated "no ma'am, that rafarral has not baan submitted to this 
office." 


After advising Lea Ausan and Richard Iorio of this convarsation, 
tha decision was made to resubmit tha rafarral through tha U.S. 
Attornay's offica in Little Rock, and contact Ms. Mitchell in tha 
Offica of Lagal Counsal to saa if that offica should be copied on 
tha rafarral and latter to Richard Pence, U.S. Attorney in Little 
Rock. I contactad Ms. Mitchall again to inquire as to whether that 
offica should be copied op tha rafarral. Sha said yes, and whan z 
asked to whose attention it should be directed, sha responded that 
it should be sent to Acting Assistant Attorney General Daniel 
Xoffsky,. as tha Assistant Attorney General, Mr. Dellinger, has not 
yet bean confirmed. 

Tha latter of re-submission will be prepared this afternoon, with 
a copy going to Mr. Xoffsky *s attention. 

cc: Richard Iorio 

Lea Ausan 


... 
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To: 

Cc: 

Bcc: 

Prom: 

Subject: 

Oate: 

Attach: 
certify: 
Forwarded by: 


L. Richard XorioIXnvestigationstRTCXcMXD 
Lea o. Ausen#Investigations#RTCXCMID 

L. Jean LewisflnvestigationstRTCXCMXD 
#7236/Nadison Guaranty Savings 
Wednesday # May 19, 1993 IS: 55: 03 COT 

Y 



Xn following up on the suggestion that Mr. Oaniel Koffsky, Acting Assistant 
Attorney General, be sent a copy of Madison referral # C0004, I contacted the 
Office of Legal Counsel to verify the correct address. Xn speaking with Oyone 
Mitchell of that office, I reiterated the address provided by US Atty Richard 
Pence, which reads: 

Office of Legal Counsel 
Executive Office for the U. S. Attorneys 
U. S. Justice Department 
Washington, DC 20530 


the letter provided the phone number (202) 514-2041. 

'is. Mitchell advised that the Office of Legal Counsel and the Executive Office 
'or the U. S. Attorney's were two separate sections, and that the referral nay 
nave been forwarded to the Executive Office instead of Legal Counsel. She 
then connected me with the operator, who put me through to the Executive 
Office where X spoke with Stephanie Kennedy. X explained to Ms. Kennedy what 
* was looking for, and she said she would get back to me this afternoon. 


•he called me back at 3:30, and advised that she had forwarded the mattar on 
-o Donna Henneman in "Legal Counsel", who would check it out and call me back 
tomorrow. X then contacted Ms. Henneman to offer background information on 
vhat I was looking for. When X explained that it was a referral out of 
'adison Guaranty, forwarded to that office by Chuck Banks, she had immediate 
knowledge, stating "oh, the one involving the President and his wife". She 
-hen stated that the referral had been sent to that office (exactly which 
Office is still unclear to me) as a special report for the attention of the 
attorney General, and not as a referral for prosecution. She then stated that 
'anytime a referral comes in that would make the department look bad, or has 
political ramifications, it goes to the Attorney General." She further added 
*hat the referral had been submitted to that office "because of the political 
ramifications and political motivations", and then told me that referrals were 
*iot orosecuted out of that office. She then stated that the referral had teen 
'eclined. X advised her that the referral had not been declined, and read her 
: he letter sent to this office by U.S. Attorney Richard Pence. She 
Acknowledged that she was confused, and told me she would speak with her 
iuoervisor, Deborah Westbrook, and have her call me back tomorrow. I then 
isked for Ms. Henneman's title, and she informed me that she was the Ethics 
Program Manager. I thanked her and ended the conversation. 

: f ll keep you posted if and when X hear from Ms. Westbrook. 





To: 

Cci 

Bees 

Froas 

Subject: 

Dates 
Attach: 
Certify: 
Forwarded by: 


L. Richard IorlotlnvestlgatlonstRTCKiHID 
Lee 0. Ausenf Invest IgationsfRTCKCM 10 

L. Jean LewisflnvestigatlonstRTCKCMID 

/7236/Madison Guaranty 

Wednesday, May 26, 1993 16:10:47 CDT 

Y 



I've just received a follow-up call froa Donna Renneaan at Justice in D.C. 

She lnforaed ae that after speaking with Deputy Oirector/EO Wayne Rich she 
learned that referral /C0004 had been sent to former Special Counsel Ira 
Raphelson. X noted that Mr. Raphelson is now In private practice, she 
concurred and said that she wasn't sure where it had gone after he left, but 
that she was going to call the "criminal fraud division at Justice" and see if 
they are prosecuting the case or if a declination letter has been Issued. I 
restated that, to ay knowledge, the referral had not been declined, and that 
I had been advised by an FBI agent in Little Rock that it was a "very solid 
case of check kiting, and was highly prosecutable." 


Isuspects named in the referral 

:for her reference, and she than)ce3 ae and~tol 

she'd be back in touch as soon as she found something. She also stated that 
she was growing increasingly frustrated with the situation, because she had 
seen the information, knew that it had come in, and couldn't understand why 
she was having such a hard time tracking where the referral and exhibits had 
gone. 


to date, each time she has given me a date that she would call back, she has 
kept her word. I'll let you know when I hear from her again. 


une 
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:c: 

3cc: 

“ro»: 

Subject: 

3ata: 
attach: 
rertify: 
forward ad by: 


L. Richara IoriolInvestigationslRTCKcrtlD 
Laa 0. Ausen#Xnvestigations6RTCXCMID 

L. Jaan Levis|Investigations6RTCXCMID 
Hadison Guaranty 

Tuesday, Juna 8, 1993 15:16:49 COT 
Y 



\a wo discussad this morning, I was going to contact Audray Word at DOJ in 
Washington this afternoon; hovavar, bafora I could call, Donna Henneman in tha 
.xecutive Offica for U.S. Attorney's called me. It saams that Madison 
‘•*e*ral $ C0004 has raappaarad on har desk. Audray Word was successful in 
ocating tha referral within tha Fraud section of tha Criminal Division and 
ietermined that tha individual assigned to tha referral "didn't want to deal 
ith it", so she sent tha referral and all pertinent info back to Donna 
:enneman for further disposition. 

onna advised me that tha Criminal Division (no ona specifically identified) 
ent a memo to Doug Frazier, Associate Deputy Attorney General (in Oeotv Attv 
eneral Heyman's offica) advising him that there was "no identifiable basis 1 
or recusal of the U.S. Attorney in the Eastern District of Arkansas"; this 
as a direct quota from tbe memo, as she read it. She than told me that she'd 
ontactad Mr. Frazier who did not remember receiving tha memo, and suooested 
hat she gat tha memo and tha referral to him for review and a final decision. 

ha has subsequently sent him both tha referral and tha memo, and said she'll 
asp me posted. X than advised har that during tha intervening period, 
iditional information has surfaced that would further support tha allocations 
ontained in the referral, so X would be most curious as to their decision i 
"•n concluded tha conversation by tailing har "whatever tha decision is Z 
dad something in writing so that I can close out tha file with a declination 
r offer support for an ongoing ease." she agreed and said she'd stay in 
ouch . 


' 11 keep you posted. 
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To: 

Ce: 

See: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richard Iorio*Investigations#RTCXCMID 
Ua 0. AusentXnvestigationstRTCXCMID 

L. Jean L«vis*Investigations#RTCXCMID 
J7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 19:21:99 COT 

Y 



At approxinately 3:00 this afternoon, X spoke with Donna Hennenan in the 
Executive Office for tl.S. Attorneys, regarding the status of the Madison 
referral /C0004. She advised that she had sent the "package" to Associate 
Deputy Attorney General Doug Frazier on June t, as ve had previously 
liscussed, but that she had received the entire package back on her desk today 
vith no further ansvers, as Mr. Frazier vas now the new u.s. Attorney in one 
>f the Florida districts; she had not deternined whether Mr. Frazier had taken 
any action prior to his departure, and had spoken with her supervisor 
regarding her next action shortly before X contacted her. She advised that 
she will attenpt to contact Mr. Frazier in Florida sonatina tonorrow, and 
ieternine what decision, if any, had been made. 

3he then advised that "this sort of thing happens all the tine when we're 
: rying to get the guys upstairs to make a decision." She said she'd be back 
.n touch as soon as she had an answer fron Doug Frazier, or his replacenent a 
!r. Dave Margolis. ' 

'his was the Sth conversation X've had with Ms. Hennenan since X first 
ontacted her on May 19, 1993. 

'11 keep you posted. 


/I?70 


:c: 

3cc: 

From: 

Subject: 

3ate: 
attach: 
Sertify: 
rorvarded by: 


L. Richara IorioflnvestigationsGRTCKcrtlD 
Lea 0. AusenllnvestigationsfRTCKCMXD 

L. Jaan LewisIXnvestigationsfRTCKCKXD 
#7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 IS: 37: 30 COT 

Tf 



)onna Henneman (CO/US Attorneys) just called ne back to let aa know she'd 
•poke with forner Associate Oeputy Attorney General Doug Frasier. He advised 
ter that he aet with Tony Huscato, the Director of the Executive Office for 
:.S. Attorney's, and that the decision has been aade to return the referral to 
-he U.S. Attorney in the Eastern District of Little Rock, as there was "no 
asis for the recusal of the U.S. Attorney", and apparently a lack of 
conflict of interest." 

s. Henneaan then added that she doubted whether or not the U.S. Attorney, 
astern District/Arkansas would be aware of this situation yet, but suggested 
hat Z wait a few days and then contact that office in Little Rock. 

he asked to be kept posted on the outcoae, and offered her continued 
ssistance whenever and however possible. 


I\?V 
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To: 

Ce: 

Bees 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richara iorioBInvestigationslRTCXu-.ID 
Lee 0. Ausent Invest igationsBRTCKCMID 

L. Jean LevislInvestigationsBRTCKCMID 
#7236 Madison Guaranty Savings 
Tuesday, June 29, 1993 16:08:21 CDT 

Y 



I received a call this afternoon from a highly reliable and confidential 
source, that the Madison referral (C0004) has been returned to the U.S. 
Attorney's office in Little Rock, Arkansas. My source has advised ne that the 
acting U.S. Attorney, Richard Pence, has stated he has no intention of acting 
on this referral, and plans to let it sit until such tine as the new U.S 
Attorney designee Paula Casey, takes office on either an interim or pernanent 
basis. It was stated that there was displeasure at the fact that the referral 
had been returned to the Little Rock office, and that the reason cited for 
it's return was that the Executive Office for U.S. Attorney's found no basis 
for recusal, and no conflict of interest emanating froa the U.S Attorney's 
office in the Eastern District. However, the acting U.S. Attorney is of the 
opinion that if the (strong) case against James McDougal is taken to trial, it 
will appear to be M sour grapes" due to his acquittal during his first bank 
fraud trial. 

I was further advised that there is no definite date yet as to when Ms. 
Casey's confirmation will occur, and that it is likely that she will assume 
her responsibilities on an interim basis. My source has advised that r will 
get a "head's up" call when Ms. Casey assumes her new responsibilities, but 
that such appointments have been delayed in the past, and may take a while. 

I'll keep you advised should I hear anything further. 


/i m 
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To: 

Cc: 

Bcc: 

Fro*: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richara Iorio#INVEST-l#RTCKC 
Lee 0. Ausen# INVEST- 1#RTCKC 

L. Jean Lewis# INVEST- 1#RTCKC 

#7236 Madison Guaranty Savings 

Thursday, September 23, 1S93 15:03:56 COT 

Y 



I've just had a conversation with Donna Henneman, Ethics Program Manaaer 
Executive Office for U. 3. Attorneys. I celled Oonna to Bake a final ' 
determination as to whether or not she wants fornal notification of the 
existence of the subsequent referrals being submitted to the 0. s. Attornav 
Eastern District of Little Rock, on Madison. 

rn discussing the standard RTC procedure of the submission of referrals she 
nas requested that she be copied on the transmittal letters that qo to the O 
3 . Attorney and FBI. At the time she receives the copies of those letters * 
she will then request the referrals and exhibits from the U. 3. Attorney's* 
office for any necessary follow up. So, at her request, I'll ask Donna Minton 
-.o cc: Ms. Henneman in her official capacity. She felt that a letter 
•equesting copies at this point was unnecessary, and if it becomes necessarv 
ihe will go through her channels at Justice to obtain the docunentation from 
J. S. Attorney Paula Casey. Donna has also requested that I provide a brief 
>ne paragraph summary of the content of the referrals with the transmittal 
.etters, so that she will be aware of those with •sensitivity issues." I will 
>e glad to provide the requested summary as an addendua paragraph to the 
JottoB of each transmittal letter. * * 

he then asked me about the final disposition of MGS6L referral C0004. I tais 
er that I had been advised that it was received back in the U. S. Attorneys 
ffice, but that I had received no formal notification that a case had been 
pened, nor a declination letter. I expressed ny concerns that the sane 
ituation could befall the next referrals to be submitted, and she assured me 
hat she and her supervisor. Deb Westbrook, would stay closely in touch with 
he situation, due it's potentially political ramifications, some of which I 
xplained for her edification. 

he asked me to stay in touch as to the responses that I get from the U S 
ttorney's office, and assured me that, if necessary, the •higher-ups* at* 
ustice would make sure something got done with these referrals, including the 
irst one, which in her words ”should have been handled by now, one way or the 
ther." 


'11 keep you posted. 


ntn 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richaro IorioilNVEST-lfRTCXC 
Ue 0. AusenflNVEST-lBRTCXC 

L. Jean LevisfINVEST-lfRTCXC 

#7236 Madison Guaranty Savings 

Wednesday, September 29, 1993 12:16:43 EOT 

Y 



I've just received a call from Donna Henneman, Ethics Program Manager 
Executive Office for U. S. Attorney's, Washington, D. C. She advised that 
she had spoken to her supervisor. Deb Westbrook, and Ms. Westbrook's 
supervisor, Doug Frasier, regarding whether or not the Executive Office wanted 
copies of the madison referrals slated for submission this week. Ms. 

Westbrook and Mr. Frasier have determined that the Executive office should 
receive copies of the referrals and exhibits. Upon receipt, they will review 
them and determine whether tc instruct the U.S. Attorney's office to act on 
them accordingly, or if they should be forwarded to the Public Integrity 
section of DOJ for further review. I inquired as to the nature of the Public 
Integrity Section and was advised that it is the section of DOJ responsible 
for the prosecution of public officials. Ms. Henneman also advised that they 
lave made the decision to get the Deputy Attorney General's office involved in 
'his situation, and bring them up to speed. 

: asked her to submit this request in writing, in order to document the 
Investigations file and she responded that she would do so, faxing me a letter 
-his afternoon. I've provided her with the fax number and will copy vou udo n 
iceipt of her letter. * p 

To briefly summarize the situation to date, I contacted the Executive Office 
or U. S. Attorney's on May 13, 1993, at the written suggestion of U.S. 
attorney Richard Pence, pursuant to his letter of May 10, 1993 regarding my 
written inquiry as to the final disposition of Madison referral /C0004 
iubmitted on 9/1/92. Mr. Pence advised that the referral had been forwarded to 
:he Executive office by former U.S. Attorney Charles A. Banks due to what he 
deemed was a "conflict of interest". This information was relayed to Ms. 
ienneaan during my first conversation with her. During subsequent calls I 
received from Ms. Henneman, she advised me as to her progress in tracking the 
'hereabouts of referral #C0004, which she finally located and had forwarded 
sack to her office on June «, 1993. At that time, Ms. Henneman advised ae that 
.he decision had been made by personnel in the Criminal Division of DOJ that 
here was "no identifiable basis for recusal of the U.S. Attorney in the 
lastern District of Arkansas", and that the referral would be forwarded back 
o the U. S. Attorney's office in Little Rock. Since that time, Ms. Henneaan 
•as contacted me to follow up on the final disposition of the referral. I have 
.dvised her that this office has not yet received notification of an opened 
ase, or a letter declining prosecution. During these aforementioned 
onver sat ions, the issue was raised as to further referrals, and whether the 
xecutive Office should be copied on any further referrals to avoid a 
acurrence of circumstances. I received notification of that decision today 
hen Ms. Henneman contacted me, as previously outlined. 

'lease let ae know if you have any questions. 





To: 

Cc: 

See: 

From: 

Subject: 

Date: 

Attach: 

Cart if y: 
Forwarded by: 


L. Richara Iorio*IHVEST-l§RTCKC 
Lee 0. AusenGlNVEST-lSRTCKC 

L. Jean Lewis§INVEST-l#RTCKC 

/7236 Madison Guaranty Savings 

Wednesday! September 29 , 1993 16:22:55 EOT 

Y 



I've received a follow-up call from Donna Henneman with the Executive Office 
for 0. S. Attorneys. She spoke with her supervisor* Deb Westbrook* regarding 
ay request for a written follov-up to her verbal request that the Executive 
Office be copied on all the Madison referrals and exhibits. Ms. Westbrook has 
withdraw her initial request (or copies* and stated that they will go through 
the U. S. Attorney's office to obtain copies rather than having us copy their 
3 ffice directly. Ms. Henneman indicated that this route would not make the U. 
S. Attorney's office feel as though the Executive Office was "going behind 
their back" in requesting copies of the referrals. 

She then reiterated that she would like to be copied on the transmittal 
letters that will be sent with the referrals to the U. S. Attorney and the 
FBI, with a brief summary paragraph outlining the suspects and content of each 
referral. Z agreed to her request* and will make arrangements to provide the 
requested summary on the transmittal letters. 

I'll let you know if I hear from her again. 


ilr>s 




To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Lee O. Au»en*INVEST-l§RTCKC 
L. Richard Iorio$INVlST-liRTCXC 

L. Jean Lewi st INVEST- 18RTCXC 

/7236 Madison Guaranty 

Tuesday, October 26, 1993 15:35:28 CDT 

Y 



Just FYI... 

lased on our conversation this afternoon regarding the OCC's inability to 
locate their past exams for UNB/Little Rock, 1 took a shot at a hunch, and 
lade another call to Cristina Flechas, the attorney for the FDXC in Memphis 
/ho had previously advised me (in response to my written request of 6/23) that 
>CC would have been the regulatory agency for UNB during 1986. 

:ristina, so I have learned, is no longer with the FDIC in Memphis. However, 
spoke to her successor, Broderick Nichols, and outlined the previous request 
/ith him, asking him if he would do some additional followup just on the off 
hance that the FDIC might have done a concurrent exam on UNB with OCC at some 
oint between 1983 and 1987. I then explained to him that the OCC seemed to 
e having some difficulty in locating their records, and advised him that Z 
as informed by OCC that prior to 1991, UNB was actually First National Bank 
•f Jacksonville. Hell, it turns out that Broderick Nichols is from Little 
ock. What a small world! And he evidently grew up knowing where Union 
ational Plaza is and that Union National Bank was, and still is, the largest 
ank in Little Rock. He was somewhat concerned about the fact that OCC 
ouldn't find their exams, and has offered his expeditious assistance in 
ocating any concurrent exams done by FDIC. He's also offered to aid me in 
oca ting other potential leads and sources within OCC that night be able to 
ediscover the whereabouts of the UNB exams. He couldn't quite understand how 
he OCC could lose a $500 million bank. Does this sound familiar?? 

'11 keep you posted. 





To: 

Cc: 

Bee: 

Fro*: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richard lor lot INVEST- 1IRTCKC 
Lae 0. Ausent INVEST* 1 IRTCKC 

L. Jean Lev is# INVEST- 1 IRTCKC 

#723# Madison Guaranty 

Wednesday, October 27, 1903 13:37:23 CDT 

Y 



Juet got a call fro* Donna Henneaan, Ethics Pr ogres Manager, Executive office 
for U.S. Attorneys. She asked if I'd received a declination letter on the 
first referral (C0004) fro* the U.S. Attorney in Little Rock. Z told her that 
/* had not received a declination to date. She then advised that her 
supervisor, Deb Westbrook, had evidently had a conversation with U.S. Attorney 
'aula Casey, and that Ms. Casey stated that she would be sending a declination 
etter to the RTC on that particular referral. No date was given, and Donna 
lid not reference the date of the conversation between Ms. Westbrook and Ms. 
'asey. I asked Donna if she knew the basis for the declination, and she 
esponded that she did not, and hadn't seen a copy of the letter either. * She 
hen suggested that if I do not receive the letter of declination within a 
airly short tine frame, to please let her know. 

onna also noted that Ms. Westbrook advised her that USA Casey had stated she 
ould "deal” with the other referrals as well. 

'11 keep you posted as to any further calls fro* Ms. Henneaan. 


/|m 
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United S 
Eastern l 


Attorney 
rict of Arkansas 


ATT- / 


he Of ot Bat 129 
lid* Am*. Afimmt 7291 


October 27, 1993 



Ms. L. Jean Lsvis 
Criainal Investigator 
Resolution Trust Corporation 
4900 Main Street, Suite 200 
Kansas City, MO 64112 

Res #7236 Madison Guaranty Savings and Loan 
Criainal Referral Humber C0004 


Daar Ms. Levis: 

I am writing at the request of the Office of Legal Counsel, 
Executive Office for U.S. Attorneys of the 9.3. Department of 
Justice to let you know the status of this referral. 

As you know, this referral was reviewed by the criainal 
Division of the U.S. Department of Justice at the request of the 
previous United States Attorney for the Eastern District of 
Arkansas. The matter was concluded before Z began working in this 
office, and I was unaware that you had not been told until I was 
contacted by the Office of Legal Counsel. After receiving the call 
from Legal Counsel Z reviewed the referral, and Z concur with the 
opinion of the Department attorneys that there is insufficient 
information in the referral to sustain many of the allegations made 
by the Investigators or to warrant the initiation of a criainal 
investigation. 

Although Z am declining to take further substantive action on 
this referral, my decision does not foreclose future prosecutions 
about the natters covered by the referral or related natters in the 
event that ay office and the FBI are given access to records or 
information indicating that prosecutable cases can be made. 


Sincerely, 



PAULA J. CASEY v 
United States Attorney 


cc: Debra Westbrook 

Office of Legal Counsel 


// m 
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*f SOIUTIOH 


t»UST CORPORATION 


IUmMbi Til Crirtl 
RMfmCoilU(M 



November l t 1993 

Th e Bonorable Paula J. Cm/ 

United SUM Attorney 
Eastern District of AtJUmii 
P.O. Mom 1339 

littio Mock, ArAmil 73303 

Mot #7 33$ Noditon Cuaranty Savings » toon 

CriMinol Moforrol Number C 0004 


Door Ho. Ctooyt 

1 hovo received your October 37, 199 3 letter regording the obove c optioned thrift 
end referral . On eA« beeia of comaenta contained within your letter, X am 
interpreting eA«e correapondence ea s formal declination to prosecute referral 
PC0004. Toe stipulated in your letter that this natter was concluded prior to the 
beginning of your t«iiar« as cA« United States Attorney for the Saatern District 
of Arkansas . Prior to eJ»« receipt, of your letter, MIC Investigations was not 
advised that the matter had been formally concluded • 

Between September 1, 1993 and todays date, this office has received a total of 
three letters with regard to eAo aforementioned referral, including your letter 
of declination. The other two letters were from fMX/SAC Don Met tun, 13/13/93, 
acknowledging receipt ef the referral, and from Acting United States Attorney 
Michard Pence, 3/10/93, advising this office that he was unaware of the referral 
status as it had been forwarded to the Executive Office for United States 
Attorney's by former United States Attorney Chuck Banks . 

If there were other documents produced that are relative to the conclusion of 
this matter, I would appreciate receiving cA« appropriate copies • 

rAf MTC Kansas City Office of Investigations will continue it 9 a policy of 
cooperation with both the United States Attorneys office and the PBI on all 
referral related and investigative matters, making all pertinent records 
accessible as reguested • 

Should you have any further guest ions, or if this office may be of further 
assistance, please do net hesitate to contact me at fill; 9SS-7337, of if I am 
unavailable. Supervisory Investigator lee Ausen at (9 IS) 94S-7243 or field 
Investigations Officer Michard lone at (Slii 9II-III1. 


Very truly yours. 



Senior Criminal Investigator 


cct Debra Westbrook/Office of legal Counsel 

l • Michard Xorie/Pield Investigations Officer/KCO 
lee Anson/ Supervisory Investigator/KCO 


4900 Mah Sheet. SUte 200, Kansas CBy. HOeovl. 64111 ($ 16*31-22 1* 


/I *71 
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To: 

Cc: 


Bee: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


Jane M. wankovskitOLAtRTCXC 
L. Richard Zorio 
Lee 0. Ausen 
Michael X. Caron 

L. Jean LevisilNVEST-ltRTCXC 
re: eadieon guaranty 
Wednesday, Koveeber 10, 1993 


13:24:34 CST 



Hey you I Just a heads up to let you know that Hike Caron, Senior Criminal 
Investigator, is now the lead investigator on Madison. . .so anynore faxes you 
send should cone to Mike's attention, and any further coanunication about 
Madison should go to his, too. The Povers That Be have decided that X'n 
better off out of the line of fire (and Z ain't arguing), but please let ne 
assure you, that ve are leaving you in very capable hands! Got any questions 
beyond that, ask Lae or Richard... 


IlgfO 
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To: 


*c: 

ICC* 

'roai 

ubject: 

>ate* 
attach: 
rertlfy* 
'orwarded by: 


James R. wudinelOper-invfRTCDC 
Dennis M. Csv inav# CXCCI RTCKC 
James G. Thompson! EXECFSCIRTCXG 

A. Bowen HintonlOLAIRTCKC, Jane H. JankovskilOLAIRTCXC 

L. Jean LevislINVEST-lIRTCKC 
L. Richard Xoriof INVEST- If RTCKC 
Madison Guaranty 

Monday, November IS, 1993 11:21:54 CST 
WHITER AP.MAD 
M 



m Thursday, Novtabtr 11, 1993, there was an article that appeared in the 
’ashington Post concerning declination of prosecution on the first Madison 
eferral that was transmitted to the Department of Justice (DOJ) on August 31, 
992. 

'ontained in the article was information that the referral had been reviewed 
>y DOJ and that a decision had been made early on to decline on this referral 
nd that when Paula Casey US Attorney, Little Rock, Arkansas, in fact issued 
he declination in October 1993, she was simply bringing this natter to a 
lose* 

he document attached clearly refutes this train of thought. In fact, it 
ppears that no thorough review of the document had been conducted as late as 
une 23, 1993, some ten months after the referral had been initially 
ransmitted. It was not until September 29, 1993 that this office was advised 
hat the referral would be reviewed. 

\ 

his whole issue might not be important, however, for purposes of credibility 
ith regard to the RTC # s efforts in this area, this memo and attachment are 
ubmitted for factual clarity. 


II W 
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RTC Criminal Referral #00004 on Kadiaon Guaranty Savings waa completed on August 
31 , 1992, algned by RTC Kansas City Xnveatigationa management on September 1 # 
1992, and aent via certified mail on September 2, 1992, to Char lea A. Banka, O.S, 
Attorney, Eaatern District of Arkanaae, and SSA Steve Irons, FBI, Little Rock. 

By early November 1992, no standard written response of prosecution or 
declination had been forthcoming from the O.S. Attorney's office. la mid 
November 1992, the lead criminal investigator made the first of a number of 
verbal requests to both the O.S. Attorney and FBI in Little Rock for some form 
of written acknowledgement that the referral had been received and reviewed. A 
written acknowledgement dated December IS, 1992, from FBI SAC Don K. Pettus, was 
received by the lead criminal investigator on January 4, 1993. This 
acknowledgement stated that the referral had been received, and that further 
questions should be directed to AUSA Floyd Mac Dodson, who had also received the 
referral and exhibits. On January 7, 1993, the lead investigator had a 
conversation with AUSA Mac Dodson in which he advised that he wasn't sure the 
referral was still in the U.S. Attorney's office in Little Rock, and that if 
prosecution occurred, it would probably be through a special attorney sent to 
Little Rock to handle the situation. 

For four months, there was no further communication or correspondence received 
by Investigations on this matter. In a May 3, 1993, conversation between 
Investigations and the U.S. Attorney's office, it was indicated that referral 
#00004 had been "sent to Justice in Washington almost as soon as it was received 
last September". On May 4, 1993 Investigations sent a written inquiry to Acting 
U. S. Attorney, Richard M. Pence, requesting the status of the referral. On Kay 
12, 1993, Investigations received a letter from Mr. Pence (dated May 10, 1993) 
stating that former U.S. Attorney Charles Banks had determined that his office 
had a conflict of Interest with conducting an investigation or prosecuting 
criminal charges relating to referral #00004, and had sent the referral and 
exhibits to the Office of Legal Counsel ("OLC"), Executive Office for U.S. 
Attorney's, 0. S. Justice Department, Washington D. C. Re stated that any 
further inquiries as to the status of the referral should be directed to that 
office, providing a phone number in Washington D. C. 

As suggested by Hr. Pence, the lead investigator called the OLC on May 13, 1993. 
This initiated a series of IS phone calls between the OLC and Investigations! 10 
taking place between May 13 and June 29, 1993, and five transpiring between 
September 23 and October 27, 1993. The majority of these calls were Incoming to 
Investigations, and provided information as to the progress being made with 
regard to locating and determining the status of the referral. 

The June 23, 1993 conversation between Investigations and OLC indicated that the 
decision had been made to return the referral to the O.S. Attorney in Little Rock 
as there was "no basis for recusal of the 0. S. Attorney" and apparent "lack of 
conflict of interest." During a conversation on September 23, the OLC inquired 
as to the "final disposition* of referral #00004. They were advised by 
Investigations that no formal notification had been received of either a 
declination or Intent to prosecute. Investigations then advised OLC that there 
were additional referrals pending! OLC then requested that Investigations ramala 
in contact with the OLC regarding further communication from the 0. S. Attorney 
in Little Rock. 

On September 29, 1993, the OLC contacted Investigations and advised that 1) the 
Deputy Attorney General's office had been advised of the situation and 2) that 
the pending and prior referrals would bo reviewed and a decision made as to 
whether or not they be forwarded to the Public Integrity Section of Justlco and 
reviewed for potential prosecution. A verbal request was then made by OLC that 
they be copied on the transmittal letters to the 0. S. Attorney accompanying the 
new referrals, and that they be further provided with a summary of each referral. 


litrz- 


The flint new referrals were submitted to tho 0. S. Attorney and FBI In Little 
Rock on October I, 1993. On Octobor 13, 1993, tho Office of Legal Counsel was 
provided with copiee of the trensaittel letters, end the requested summaries on 
each referral. 

On October 37, 1993, Invest igat ions received a call from OLC inquiring as to 
whether or not Investigations had received a declination letter on referral 
#C0004f the response wae "no.* Investigations was advised that O.S. Attorney 
Paula Casey had advised the OLC that she would be sending a letter of declination 
to RTC Investigations. 

On November 1, 1993, Investigations received a letter dated October 37, 1993, 
froa O.S. Attorney Paula Casey stating that the disposition of referral #C0004 
had been concluded prior to her taking office, and that she "concurred with the 
opinion of the Department attorneys that there is insufficient information. . . in 
the referral to warrant the initiation of a criminal investigation." 

On November 11, 1993, RTC Investigations learned through an article in the 
Washington Poet, that Paula Casey had recused herself and her staff from any 
further dealing with the Madison referrals. 


mvb 
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To; Lee 0, . .5en8INVEST-l§RTCXC 

Cc: 

Bcc: 

From: L. Jean LewisfINVEST-18RTCXC 

Subject: 

Date: Monday, November 15, 1993 17:27:58 CST 

Attach: 

Certify: N 

Forwarded by: 



A few comments with regard to our conversation this afternoon about the 
pending meeting with Donald Mackay and his staff on 11/22. 

You know, Richard knows, Donohue knows, Mike knows, and I know that Mackay is 
not coming here to look at records. Cut to the bottom line. He is coming 
here because he wants to be convinced that there either IS or IS NOT a very 
good case behind those referrals. He isn't coming specifically to discuss 
subpoena compliance, because he hasn't opened any cases yet. He's coming here 
to evaluate us, our work, and to try and decide just how good this case is, 
and how he can best deal with a very sensitive political situation. What 
would be easiest for him is to decide that, after meeting with RTC 
Investigations, he can conclude that there is no merit, and has 
accordingly advised Investigations that the matter will be dropped, if we 
don't convince him that those referrals are exceptionally solid, well prepared 
*nd supportable cases, then there is very little doubt that he will dispense 
with this situation in very short order. 

Regardless of stated agenda, and regardless of whether or not I'm in 
attendance, he's going to try and make an objective assessment based on what 
is presented to his during the meeting. If that's the way the meeting starts 
aut, then you better pull out all the stops to support the work we've done, or 
.hat's the last we'll hear of the Madison investigation. That's my instinct 
:alking, and so far, it's been pretty much on target. 

Uchael is extremely knowledgable about Madison, and very capable of handling 
:he situation. I would not do him the injustiee of thinking otherwise. But 
nternal political crap notwithstanding, if this meeting is going to turn into 
i turkey shoot, then you are going to need every loaded gun you've got to 
issist you in convincing this special prosecutor that the case is as good as 
.t looks on the surface. And yes, we have strong documentation to support 
he allegations. But what's beneath the surface, including where ve looked 
rnd why, who's tied to who, who's in business with who, who got paid for what 
•nd where all the internal and external ties are, isn't in writing. It's in 
iy head. 

've had ay say. The decision is up to you and Richard. 


//rry 
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December 21, 1993 


Mr. Bill C Houston, Regional Director 
Division of Supervision 
Federal Deposit Insurance Corporation 
3100 Poplar Avenue, Suite 1900 
Memphis, Tennessee 38137 



Dear Mr. Houston: 


The Resolution Trust Corporation's ("RTC") Kansas City Office of Investigations is currently 
conducting an investigation into matters relating to an insolvent Little Rock, Arkansas 
savings Sc loan. Significant evidence points to the possibilities of loan "parking*, loan 
"swapping", insider abuse and collaboration between specific borrowers and the principals 
of the BanJcBBBmif. financial institutions in if and Little 

Rock, Arkansas including the aforementioned insolvent thriftn^rder to expedite this 
investigation, 1 would appreciate your assistance in providing this office with copies of the 
Reports of Examination ("ROE") from 1983 through the most recent exam for the above 
captioned institutions. 


This written request is made pursuant to the terms of the Agreement Regarding 
Confidential Information between the FDIC and RTC, as signed by FDIC General Counsel 
Alfred J. T. Byrne and RTC General Counsel Gerald L Jacobs, effective January 1, 1992. 

Should you have any questions or require additional information, please do not hesitate to 
contact me at (816) 968*7191. Your expedited attention to this matter is appreciated. 


Very truly yours, 

C.(L 

Michael E. Caron 
Senior Criminal Investigator 
Office of Investigations 




l 


cc L Richard lorio/Field Investigation* OHicer/KCO 
Lee Auscn/Supcrvisoty Investigator/KCO 


4tmMoir>Sn*t.Si*»Xa.KantaC*y.f*aeu1.64)lZ(81&#31-22l2 


tins 
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To: 


:c: 

tec: 

rro*: 

Subject: 

>ate: 

\ttach: 

-'orvarded by: 


Jana M. Jankowski #OLA#RTCKC 
L. Richard lor io# INVEST- l#RTCXC 
Lea 0. Ausen# INVEST- 1#RTCKC 
Michael X. Caron# INVEST- 1#RTCKC 


L. Jean Lewis# INVEST- 1#RTCKC 


Thursday, January 6, 1994 18:12:05 CST 


Y 



his Is just to advise that ear lier this evening, Z received a call fro* 

who started out her call with "I've been lied 
o by the Justice Department". Z advised her that Z could not offer any 
omment, but that I would listen to what she had to say. 

he stated that her sources fro* DOJ, who were there during the end of the 
ush Administration, had advised her that the original RTC referral was taken 
uch more seriously than the public has been led to believe, and that while 
hey believed that the Clinton's definitely stood to benefit fro* the alleged 
heck kiting activities, they may not have had serious criminal culpability, 
hey also advised her that the referral was left in Little Rock to prosecute 
y former USA Chuck Banks, because for Washington to be involved would look 
too political." She said that they (her four DOJ sources) all told her that 
here was no basis for recusal, and no conflict of interest in Little Rock. 

he then advised that Justice sources today informed her that it was line 
taff attorneys in the Criminal section of DOJ /DC that decided the referral 
arranted no further investigation, and instructed Paula Casey to decline. 

ie also noted that her previous DOJ sources had said that after the Clinton 
iministration came into Washington, there were roadblocks put up around this 
2 ferral, and that it had been their opinion that the RTC staff was attempting 
) do a legitimate job, but was being stymied by personnel at Justice for some 
iason. She asked me if it was true that the Clinton's were named as 
Ltnesses on the referral; Z declined comment. She asked me if it was true 
iat the RTC had not been notified for aonths after the referral was allegedly 
sclined by the staff attorneys in DC; Z declined coaaent. 

told her that she would have to call you (Jane) in Public Affairs for any 
lditional information, and she advised me that she'd already talked to you, 
id got no information. She stated that she understood that Z was in a 
.fflcult position, for which Z thanked her, and the conversation ended. 

found what she had to say very interesting. In the future. I'll comply with 
chard and Lee's wishes that Z not even listen to what a reporter has to say, 
id just offer a no comment. However, when someone starts out with "Z've 
en lied to by the Justice Department", it's hunan nature to wonder whether 
* not its true. 

•us endeth the lesson. 
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January 6, 1993 


This document is a recap of a phone call th at I just received from 
reporter vhos ® opening consent 

was "I've just been lied to by the Justice Department.” My consent 
was that . X vould not be able to respond to any of her questions, 
but that I was fascinated by the fact that she thought she'd been 
lied to, so Z vould listen to vhat she had to say. 


She outlined her credentials, stating that she'd vritten a book on 
drug trafficking, and had covered the "peanut loans”, Bert Lance, 
Billy Carter, Jinny Carter and the najor governmental agencies 
during the Carter administration. 

She'd been advised that I was the investigator on the case, and 
wanted to know which of the stories she'd been told by her sources 
at Justice were correct. Evidently, she had four forner Justice 
sources who were there during the Bush adninistration, and that had 
been there when Chuck Banks sent the referral to Washington. The 
story they told her was as follows: 

• The referral was originally sent to DC as an "urgent report" 
for the Attorney General's review, due in part to the 
political sensitivity of some of the identified names, stating 
that Banks felt his office had a confict of interest. (This 
coincides with vhat my letter from Richard Pence states, and 
vhat Donna Henneman told me during our many conversations on 
the whereabouts of the referral). There are conflicting 
stories about why Keeney wrote the memo referenced in the 
Schmidt/ Isikoff story of 1/5; her sources stated that when the 
RTC referral was reviewed at Justice, it was taken much sore 
seriously than the public has been led to believe, and that 
they believed that the Clinton's stood to benefit from the 
check kite although they may not have had serious criminal 
culpability. She asked if it was true that the Clinton's were 
named as witnesses on the referral; I told her no* comment. 


She said that her former Justice sources advised her that 
Banks had never recused himself, and that CZD/D0J DC left the 
referral in Little Rock and told Banks to prosecute, because 
1) there was no conflict of interest, 2) there was no basis 
for recusal, and 3) that for Washington to get involved vould 
"look to political” since it was right before and after the 
'92 election. Her sources also indicated that DOJ now seems to 
be deliberately making it look like the referral was "vague" 
and "ambiguous”, and not to be taken seriously. 

She stated that her sources told her that it appeared that the 
RTC folks were legitimately trying to do their job, and had 
legitnate concerns relating to the allegations contained the 
referral, but that when the Clinton administration came in, 
somebody started putting up roadblocks on the referral, and 
her sources didn't know where it was coming from. 


utr 7 
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• Her current Justice sources state that it was the line staff 
attorneys in CID/DOJ DC that made the decision several months 
ago that the referral varranted no further investigation, and 
instructed Paula Casey to decline accordingly; however, the 
RTC wasn't notified for months, which should have been 
corrected. 

vent on to ask several questions, all of which Z 
replied I could not answer, and referred her Public Affairs and 
Jane Jankowski. She stated that she'd already talked to Jane, and 
that it had gotten her nowhere. She asked if Z knew anyone else 
that she could talk to, or if anyone that had left the RTC would 
have any information. Z stated that there were no names that Z 
could give her other than Jane Jankowski in Public Affairs. She 
then asked me if it was true that the RTC had not been notified of 
the referral declination for several months after it had been 
allegedly declined, and Z told her no comment. 

She said that she understood that 1 was in a difficult position, 
and but that she needed all the help she could get. Z thanked her 
for understanding the difficultly of my position, advised her that 
Z understood that she was only trying to do her job as a 
professional, but that Z could not professionally or ethically sake 
any comment about the investigation. She offered her phone 

numbers, which Z did not write down. She thanked me for my time, 
and hung up. 

My overall impression of this conversation was that she is very 
close to the heart of this story, and that she is almost on top of 
the "white paper" chronology outlining the sequence of events and 
communication between DOJ and RTC on C0004. 


Lee Ausen w as present for the entire conversation that Z had with 
and suggested to me shortly before the conversation 
ended that Z terminate the call with a "time out" gesture. He and 
Richard Iorio both advised that if she included anything in her 
story regarding that fact that Z'd even listened to what she had to 
say, it would look bad for the RTC, and recommended that in the 
future, Z not even listen to what a reporter has to say. 


I advised them both that I felt that listening to whi 
had to say provided valuable information, and that 
point in being rude to the press, anymore than there was any point 
in being rude to Justice or the FBZ • "No comment" does not have to 
be offensive* Z further stated that Z would never do anything to 
undermine that efforts that the RTC has made, or take any action 
that would question our credibility or integrity, let alone do 
anything to compromise the investigation on which Z have spend the 
past two years as the lead investigator. 


there was no 


Z concurred that in the future, Z would simply send the reporters 
to Public Affairs. However, Z am very much inclined to believe 
that, on the basis of my personal, and documented, knowledge of 
what transpired during the conversations Z had with Donna Hennesan 


//trt 
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of DOJ/Office of Legal Counsel /Ethics section, that 
is not far froa the truth: it's beginning to sound like somebody, 
or aultipla "soaebodles" ara trying to carefully control the 
outcoae of any investigation sorrunding the RTC referrals, and that 
the beginnings of e cover-up nay have already started aonths ago. 


// tti 
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January 14. 1994 


MEMORANDUM 

To: Vice Presidents 

Assistant Vice Presidents 


Proa: Jack Ryan 

. Deputy CEO 

R* Madison Gi 



Savings and Loan Association 


0. WbncwaU 
ft Ssmmona 
A.Wton 
J. toman 
J.Maaane 
J. Karim 
J. Oanamore 
S. Koopmane 
^CTCavinaw 
J. Thompson 
J. KambrielH 


Tito RTC has received numerous requests for information on Madison Guaranty Savings and 
Lota Association and related manen. Interim CEO Roger Altman is committed to responding 
lo these requests as promptly and thoroughly as possible. 




In order to assure that the RTC*s response to requests on these matters la thorough, accurate, 
and timely, I have established a working group to coordinate the collection and distribution of 
all information and material responsive to the requests. The working group is of 

James Dudlne. William CoQlshaw. and Peter Knight, 



I am sure that I can count on die hill cooperation of you and your staff with th t working 
group. Please see that this memorandum is distributed to the appropriate stain 



£J£ 

&E. 


ti£kr<j&*s 


tot ITVlMKVKMUMutoaOCXdi 
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:c: 

see: 

Tromi 
Subject: 
sate: 
attach j 
rertify: 

rorwarded by: 


L. Richaro Iorio!INVEST-l!RTCKC 
Otnnis H. Cavinaw!Assets-fa!RTCDC 

Jaaes R. Dudine!Oper-inv!RTCDC 
Madison Guaranty 

Tuesday, January 25, 1594 14:1S:27 CST 
N 

L. Richard lor io! INVEST- 19RTCKC 



'ORienta by: L. Richard XoriofXNVEST-ltRTCXC 

forwarded to: Lee 0. Ausen! INVEST- l!RTCKC 

fichael X. Caron! INVEST- IIRTCKC 
Jean Lewis#INVEST-l!RTCXC 
enneth If. Pouat!XNVEST-l!RTCXC 
•ary M. Oa v idson# INVEST- i IRTCKC 
arrell o. Denton! INVEST- lfRTCKC 
omnents: 


YI. 


[Original Message) 


t the request of General Counsel Kulka and Deputy CEO Ryan, PLS and The 
ashinqton Office of Investigations have established a teas to ascertain if 
ny liability claias resain viable as a result of the recent legislation 
x tending the statute of lisitaions froa two to five years. In this case the 
esurected statute expires at he end of February 1954. 


ary Watts of ay staff, assisted by Toa Murray will be visiting your office 
iis week and next. Please give then access to all records and workpapers, 
nd to knowledgeable members of your staff, including records and docuaents 
nat are covered by a federal Grand Jury Subpoena. 


ary and Ton will be working with a teaa of PLS attorneys headed by Sr. 
ounsel Mark Gabrellian and including Terry Arbit. Jia Xgo, April Breslaw. 
arl Gamble and Susanna Rigby. The objective is to complete the review of 
laias potential by next week. In addition the teaa will assist in compiling 
detailed history of events, including the criminal referral, and document 
ontrol issues, to assist RTC management in communicating in a factual and 
nified way to Treasury and Justice officials, the special counsel and to 
opropriate committees and members of Congress. 


ntv 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Oate: 

Attach: 
Certify: 
Forwarded by: 


L. Richard Iorio#INVEST-l*RTCKC 
Lee 0. Ausen* INVEST- 1BRTCKC 
Michael X. Caron* INVEST- 1BRTCKC 


L. Jean LevislINVEST-ltRTCKC 
U.S.Atty's office/Little Rock 
Monday, February 7, 1994 9:41:03 CST 

Y 



This is to advise you that I've had a conversation this morning with AUSA 
Fletcher Jackson of the U.S. Attorney's office in Little Rock. I called Mr. 
Jackson last week to make an inquiry regarding Independence Federal Savings in 
Batesv ille, Arkansas, out of which he had prosecuted a case regarding ■■■■ 
Duane Kepford sent me a memo quite some time ago about another 


in having done a preliminary review of Independence, that Edney was given 
immunity for cooperating. I called Mr. Jackson last week to verify that fact, 
which he in turn did verify when he called back. 


Mr. Jackson called Friday afternoon, and as I was out of the office, I 
intended to call him back this morning. Before I had the opportunity to call 
him, he called me. 


We discussed ■■■■■■■, and he then changed the topic by asking me if 
Steve Irons had told me last fall not to talk to Fletcher. I told him that I 
preferred not to answer the question. He then stated that he "didn't have 
Tiuch use for either Steve Irons or Gretchen Hall", and wanted to know what I'd 
oeen told. I advised him that Steve Irons had told me last fall that he 
thought it was a good idea if we (being Steve and myself) didn't talk to each 
sther for a while about Madison. I further added that it had been suggested 
to me by my management here that any questions directed to me by the U.S. 
Attorney's office should probably come through Steve Irons or another FBI 
agent, and that since the FBI was my most appropriate contact, I should funnel 
response s to_any_ guest io ns through them. Mr. Jack son made a comment that he 

and he was for 

3ome input from me. He didn't get any. 


Me then added that he'd spoken to Jeff Gerrish recently, and that Gerrish was 
"absolutely astounded” that nothing more was ever done criminally with 
iadison, beyond the Castle Grande transaction. He asked if me if knew who 
lerrish was; I advised him that yes, I knew Jeff Gerrish, and no, I was not 
iware of Mr. Gerrish' s opinions regarding the prosecution of criminal actions 
>ut of Madison, and that I'd formed my own conclusions on that point, and 
:hat's where they would stay - my own. I then advised Mr. Jackson that I did 
tot wish to discuss Madison Guaranty, and we could change the subject, or hang 
jp. He persisted, and I explained to him that I'd developed a respect for him 
luring the past 2 1/2 years, and that out of respect for the working 
relationship we've previously had, I wasn't going to talk about Madison. w« 
:hen hung up after a coridal goodbye. 


nt it 
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To: Thomas L. HindesfLegal-plsfRTCDC 

Cc: Jan«s R. DudinefOper-invfRTCDC 

L. Richard lor io! INVEST- lfRTCKC 
Glen A. Penrose! EXECS RTCKC 
April A. BreslavfLegal-plsfRTCDC 
David G. EisensteinfLegal-plsfRTCDC 
Russell P. KaufmanfLegal-ExecfRTCKC 
Philip J. AdamsfLEGAL-PLSfRTCXC 

Bcc: 

From: Julie P. Ya nda # LEGAL* PLS ! RTCKC 

Subject: Visit froa OCOS re: Madison 

Date: Wednesday, January 5, 1994 15:59:30 CST 

Attach: 

Certify: N 

Porvarded by: L. Richard IoriolINVEST-lIRTCXC 



Comments by: L. Richard lor io! INVEST- lfRTCKC 

Porvarded to: Lee 0. Ausen! INVEST- 1! RTCKC 

L. Jean Levis! INVEST- lfRTCKC 

Michael X. Car on! INVEST- If RTCKC 

Jane M. JankovskifOLAfRTCKC, baa 

Conaente: 

FYI. This is vay out of line. I have already contacted WDC and 
filed a formal conplaint. 


— — (Original Message] ........ 

Today at 1:30 p.m., Russ Kaufman and I received vord that OCOS vanted to talk 
to us about the Madison Guaranty "investigation". We net vith representatives 
3f both WDC and XCO OCOS: Leonard Nevmark (WDC) , Michael Kohn (XCO) and a 
third individual whose name I cannot now remember. When Russ asked who had 
sent them to talk to us, Mr. Nevmark replied that it had been his supervisor 
vho had sent them and who had instructed them to be "proactive" in dealing 
vith the issues this case would raise. Mr. Nevmark indicated that they were 
not conducting an investigation, but rather an "inquiry”. 

The first question they asked was who had made the criminal referral on 
ladison Guaranty. Russ indicated that the referrals vers mads in accordance 
vith RTC policy and committed to providing Mr. Kohn vith a copy of the RTC 
policy. There was no further discussion of the referrals. 

The second series of questions they asked dealt vith vhat they characterized 
is "fitness and integrity" issues concerning the Rose Lav Firm. First, they 
isked vhat investigation PLS had done into the representations the Rose Firm 
iad made to state regulators to convince the regulators that Madison should 
remain open. I replied that PLS only investigates issues dealing vith 
professional malpractice and that such inquiries vould be made only in the 
:ontext of conflict of interests issues involving outside counsel. X then 
explained that this case was not regionalized and that April had served as the 
»LS attorney on this case. Second, they asked vho vas the FDXC "conflicts 
rontact" on this case. Third, they asked vhat information ve had concerning 
:he audit report the Rose Firm had used to convince regulators that Madison 
hould remain open and then later relied upon in a malpractice claim against 
rost A Co. Again, I told them that Z had no information concerning these 
ssues. 


IlM 
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«w discussion lasted no more than 10 minutes. Russ and I then called Richard 
I or io and discussed with his the substance of our conversation with OCOS. 


1 1 
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Mr. James B. McDougal 
Chairman of the Board 
Bank of Kingston 
101 Public Square 
Kingston, AA 72742 

Dear Jim: 

Pursuant to your discussion with Hillary Rodham 
Clinton, I am enclosing herewith a copy of our firm 
statement, dated December 23, 1981, covering services 
rendered in connection with the matter of the First 
National Bank of Huntsville v. Madison Bank and Trust. 

Very truly yours, 

C. J. Giroir, Jr. 

CJGjr:sg 

Enel. 
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ROSE LAW FIRM 


IN ACCOUNT WITH 


1 20 CAST FOURTH *T*I£T 
LITTLE ROCK. ARKANSAS 72201 
RHONE 901 379-9191 


Mr. James B. McDougal 
Chairman of the Board 
Bank of Kingston 
Kingston, AX 72742 


December 23, 1981 


Tux identification number 71-0438614 


CJG/sg 


FOR LEGAL SERVICES AMD PROFESSIONAL ADVICE 

rendered by Vincent Foster, Jr. , Carol Arnold 

and Mary Ellen Russell subsequent to our 

billing dated December 23, 1981 through May 

15, 1982 in connection with the matter of 

First National Bank of Huntsville v. Madison 

Bank and Trust; Madison Chancery IE-81-112—— $ 5,000.00 


COSTS ADVANCED SUBSEQUENT TO OUR BILLING DATED 
DECEMBER 23, 1981 THROUGH JULY 31, 1982: 


Long distance telephone 

$ 91.17 


Xerox charges 

21.40 


Extraordinary postage 

1.56 


Package delivery expenses 

6.70 


Supreme Court Clerk 

100.00 


Computer Research 

92.70 


Trevathan Printing Company 

580.10 





locii cos v»— ———————————————— 

TOTAL FEES AND COSTS 


t o“3 • 63 

— $ 5.993.63 
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MEHORANOUM 

February 7, 1985 

TO: Governor till Clinton 

FROM: Jin McOougal 

K*tny celled yesterday to ask for ay recommendations for two people 
to fill the vacancies on the State Savings and Loan Board. 

For the industry position froa the 2nd Congressional Oistrtct, I 
recomend John lathaa. who is chairaan of the board of Madison 
Guaranty Savings and loan Association. Mr. lathaa is a CM and a 
licensed attorney. He is a major contributor to J^your caapaign. His 
board 4f directors is SOS Slack, giving his institution the largest 
ainority representation of any financial institution in the state. 

For the consumer position froa the 4th Congressional Oistrtct, I 
recomend Or. Jerry Kendall of Caaden. Or. Kendall Is a popular 
figure at Caaden. His uife, Raney froa Magnolia, is widely and 
favorably know. Their complete support of your adaintstration Is 
a certainty. 

0111, wo art down to only about IS state chartered savings and 
loan institutions and I aa about the only one around who has' any 
interest la this board. 

JRM/ss 



ntri 



Oecember 12, 1984 


Hr. Ron Proctor 
Citizens Sink 
P, 0. Box 261 
Flippln, Arkansas 72634 

Oear Ron: 

I hav* been unsuccessful in trying to neet with 
Bill and Hillary to sign the note renewal. I 
have forwarded to then by nessenger this morning 
the note and an envelope with which to forward it 
to you. 

Each month we will deposit into our account at 
Fllppin an amount sufficient to cover the monthly 
payment. 

Thank you very much for your patience and tolerance 
in this matter. 


Sincerely, 

Maes B. KcDougal 
WHITEWATER DEVELOPMENT CO. 


JBHcO/rm 


//m 
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MEMOIUMDUH 

April II, 191) 

TO: John laths* 

flOM: Jin HeOoufal 

2 want Uiia profarraO stock oattor cltarao up laotOlataly as X 
nato to 90 to Washington to sail stock. 

JM/ss 
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MEMORANDUM 

February »9, 198) 

TO: John La than 

FROM: Jla McOougil 

SUBJECT: Rarvay Ball Cart 

Ha wants us to do a leasing arrangeaent on Ms run oral ears 
assign soaaona to discuss this with hla. His nuaber Is 378-1800. 

Proceed with your Idas on tha subordinated notes. Ve need to 
a decision on Madison Bank A Trust. 

I need to close on ay house loan and coaaerclal loan pronto I 
JM/ss 

Ilf ©o 




Januanf 7, 1965 


MEMO 



FROM: Jin 


1. Saa b« about Stavt Salth and Rolls Royca. 

2. You, Crtf, and Z nead to discuss Saeurltlas Llcansa. 
First South has ona on by Its Sarvlca Corporation. 

3. Ask Crag how va gat a aarkat survay for shopping cantar. 

*. Va naad to talk about how to handla first payaant on tha 
90-day plan. 


TV 



Jla 

JH/db 


MW 
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July n, 1965 

TO: John La than 

FROM: Jla HcOoufal 

1. This la probably a good tlaa to taka la »om 5-yuf 
aonay ehaap. Lot* a dlaeuaa rataa. 

2, I naad to know avarythln* you hava pandint bafora 
tha Saeurltlaa Coaalaalon aa I lntand to gat with Hillary 
Clinton within tha naxt ftw days. 

JM/aa 


Ml 0 2- 
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INDEX TO TABS 

TAB A - December 9, 1993 letters from Congressman Leach to the 
Federal banking agencies requesting all documents related to 
Madison Guaranty Savings and Loan and its subsidiaries. 

TAB B - March 8, 1994 letters from Congressman Leach to the 
Office of Thrift Supervision (OTS) and the Resolution Trust 
Corporation (RTC) requesting access to all documents related to 
Madison Guaranty Savings and Loan and its subsidiaries, to 
prepare for the RTC Oversight Hearings. 

TAB C - March 10, 1994 letters from Chairman Gonzalez to the OTS 
and the RTC requesting that the agencies deny Congressman Leach's 
document request . 

TAB D - March 14, 1994 letters from Chairman Gonzalez to the 
Federal banking agencies and the RTC stating that the agencies 
need not answer questions concerning Madison at scheduled RTC 
Oversight Hearings. 

TAB B - March 1, 1994 letter copied to Congressman William 
Clinger . 

TAB F - Charts and other supporting documentation concerning 
Whitewater's losses to Madison. 

a . Charts 

* Total Arkansas State Chartered S&Ls from 1979 to 
1992 

* Madison Guaranty Rate of Growth 

* Asset Growth of Madison Guaranty 

* Payment of Clinton Loan by Madison Related Entity 

* Funds from Madison Financial Corporation to 
Whitewater 

* Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 

b . Other Documents 

* April 17, 1985 Board of Directors Meeting Minutes 

* July 1, 1986 Memorandum from Jim McDougal to John 
Latham concerning status of Madison Marketing 

* February 3, 1994 letter from Congressman Leach to 
Roger Altman with attached staff memorandum on 
links between Madison and Whitewater 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILOINQ 
WASHINGTON. OC 20615-4050 


December 9, 1993 


.AMTI K UACM 

koto* 



Mr. Andrew c. Hove 
Acting Director 

Federal Deposit Insurance Corporation 
550 17th Street, N.W. 

Washington, D.C. 20429 

Dear Mr. Hove: 

I an writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the Federal Deposit 
Insurance Corporation (FDIC) provide access to all documents 
related to Madison and its subsidiaries. Such documents would 
include, but not be limited to, administrative files, examination 
reports, interoffice memorandum, notes and minutes of meetings 
(including telephonic meetings), correspondence, electronic mail, 
and agreements the FDIC entered into with private sector firms to 
perform legal and other services related to Madison. In addition 
to documents in possession at FDIC-Washington, I request access to 
all documents related to Madison held at FDIC field offices. 
Furthermore, please provide the names and titles of all FDIC 
employees involved with the examination and supervision of Madison. 

Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely, 



Ranking Member 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 

212S RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20S1S-4080 


December 9, 1993 



Mr. Joe Madden 
Commissioner 

Arkansas Securities Department 

Heritage West Building 

Suite 300 

201 East Markham 

Little Rock, Arkansas 72201 

Dear Mr. Madden: 


I aa writing in r.f.r.nc. to th. Hous. Banking Coaaittaa Minority 
invaatigation of tha failura of Madison Guaranty Savings and Loan 
(Madison) . Aa you know, Madison was takan ovar by fedaral 
regulators in March of 1989 and rasolvad by tha Resolution Trust 
Corporation (RTC) in November, 1990. 

To assist in this investigation, I request that the Arkansas 
Securities Department provide access to all documents related to 
Madison and its subsidiaries. Such documents would include but 
?°t b « lifted to administrative files, examination reports, 
interoffice memorandum, notes and minutes of meetings (including 
telephonic meetings), correspondence, electronic mail. and 
supervisory actions. Furthermore, please provide the names and 
titles of all State Securities Department employees involved with 
the examination and supervision of Madison. 


Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review these documents as soon as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely 

James A. Leach 
Ranking Member 


//f*r 
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US. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20615-4080 


December 9, 1993 



Mr. Erskine Bowles 
Administrator 

Small Business Administration 
409 Third Street, SW 
7th Floor 

Washington, DC 20416 
Dear Mr. Bowles: 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 


To assist in this investigation, I request that the Small Business 
Administration (SBA) provide access to all documents related to 
Madison and its subsidiaries, the Whitewater Development 
Corporation, and Capital Management Services, Inc. Such documents 
would include, but not be limited to, administrative files, 
interoffice memorandum, notes and minutes and meetings (including 
telephonic meetings), correspondence, electronic mail, and loan 
applications and approvals. Furthermore, please provide the names 
and titles of all SBA employees involved with these entities. 


Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review these documents as soon as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely 
ies*. 


James'*. Leach 
Ranking Member 


ll9o~l 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCC A NO UNBAN AFFAIRS 
ONI HUNOREO THIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILOING 
WASHINGTON. OC 20S 19-9080 

December 9, 1993 



Mr. Jonathan Fiechter 
Acting Director 
Office of Thrift Supervision 
1700 G Street, M.W. 
Washington, D.C. 20552 


Dear Mr. Fiechter: 

I am writing in reference to the House Banking Committee Minority 
investigation of th. failur. of Madison Guaranty savings and Loan 
(Madison) . As you knov, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. irust 


To assist in this investigation, 1 request that the Office of 
Thrift Supervision (OTS) provide access to all documents related 
to Madison and its subsidiaries. Such documents would include but 
not be limited to, administrative files, examination reports 
interoffice memorandum, notes and minutes of meetings (including 
telephonic meetings), correspondence, and electronic mail. in 
addition to documents in possession at OTS-Washington, 1 request 
access to all documents related to Madison held at ots fi.id 
offices. 


Furthermore , please provide the names and titles of all cts 
employees involved with the examination and supervision of .Madison 
as well as those who were assigned to work with the RTC when the 
institution was closed in 1989. 


Please have your staff contact Mike McGarry at 202*225-2258 -a 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 

Sincerely, 

Jamfcs\A. Leach 
Ranking Member 


l\V>1 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
212B RAYBURN HOUSE OFFICE SUIIOING 
WASHINGTON. OC 20S 15-4080 


December 9, 1993 


wUMlAlUAL^wa 
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The Honorable Roger C. Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
15th and Pennsylvania Avenue, N.w. 
Washington, D.C. 20220 

Dear Mr. Altman: 


I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 


To assist m this investigation, I request that the RTC provide 
access to all documents related to Madison and its subsidiaries 
Such documents would include, but not be limited to, administrative 
files, examination reports, interoffice memorandum, notes and 
minutes of meetings (including telephonic meetings) 
correspondence, electronic mail, and agreements the RTC entered 
into with private sector contractors during the resolution of 
Madison. In addition to documents in possession at RTC-Washington 
I request access to all documents related to Madison held at stc 
field offices. Furthermore, please provide the names and titles 
of all RTC employees involved with the disposition of Madison. 

Please have your staff contact Mike McCarry at 202-22S-22S8 -o 
discuss arrangements to review the aforementioned documents as soon 
as possible. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely, 


JamerlA. Leach 
Ranking Member 


lit 0 <f 
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U.S. HOUSE OF REPRESENTATIVES 

COMMUTE! ON lANKlNO. ANANCI ANO UfVAII MAIM 
ONI MUNOMO TMMO CONQMtf 
i«H ****** MOUSI ONCI SUHOtNO 
WAfMMOTON. OC IN1MNO 


March 8, 1994 
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Mr. Jonathan Fiechtcx 
Acting Director 
Office of Thrift Supervision 
1700 G Street, N.W. 

Washington, D.C. 20552 

Dear Mr. Fiechttr: 

I am writing in reference to the House Banking Committee's statutorily mandated, semi- 
annual RTC Oversghx Hearings which art scheduled for the end of March. As you laow, 
a ogjor area of oversight at these hearings will be the failure and resolution of Madison 
Guaranty Savings and Loan* Little Rock* Arkansas. Madiaon was taken ov« by fhteal 
regulators in March of 1919 and resolved by the Resolution Trust Corporation (RTC) in 
November, 1990. 

As ranking Member of the House Banking Committee, I request that the OTS provide the 
Committee with access to all documents related to madison cad its subsidiaries. Members 
of the Committee will need access to this material to prepare for the upcoming hearings and 
to perform their ongoing oversight responsibilities. (As 1 am sure you are aware, 
documents provided to the Ranking Member are available to the Committee as a whole 
under the Committee rales.) The documents requeued would include, but not be limitad 
to, administrative files, examination r e p o rts, i n tero ffi ce memorandum, notas and ndmitas 
of meetings (Including telephonic meetings), correspondence, electronic mail, and 
agreements the RTC entered into with private sector contractors during the resolution of 
Madiaon. In addition to documents in pomeaaion at OTS- Washington, I request accaas to 
all d o cu m ents related to Madiaon held at OTS field offices. Furthermore, please provide 
the names and titles of all OTS employees involved with the supervision of Madison. 

Please have yov staff contact Joe Seidel at (202)226-3241 or Mika McGarry at (202)225- 
2251 to discuss arrangement! to review the aforementioned documents as toon as possible. 
Aa you an aware, I have previously requested access to these documw for use in 
performing other Connuttat ftmetiom. My final letter concerning that reque*, was 
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Mr. Fiechtv 

Pa* Two 
Mach 1, 1994 

forwarded yaataday, Mach 7. 1W4. If the agtaey dcddes to comply with tha request, 
we will, of count aooiida this nquoa satisfied so wtlL 

I ^predate your aaUaacc md look forward a your coopcndea. 



JAL:jb 

cc: Henry B. Gooaill 

__ 


and Ifefcai AfiEdn 

2413 JUybum Houm Offic* BoUdag 
Wui*|ioa. DC 20J1S 
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U.S. HOUSE OF REPRESENTATIVES 

CQMMfTTU ON tAMKJNO. FINANCf ANO URBAN AFFAMS 
ONB HUNOMO TNMO CONftfttil 
BIBB RAV| URN MOUU QmCt lUtLOiNO 
WASHINGTON. OC B0I1MOB4 


March 8, 1994 



John £. Ryan 

Deputy Chief Executive Officer 
Resolution Trust Corporation 
801 • 17th Street, N.W. 
Washington, D C. 20434 


Dear Mr. Ryan: 


I am writing in reference to the House Banking Committee's statutorily Muta ted, semi-annual 
RTC Ovfnight Hearings which an scheduled for the cod of March. A. you know, t major area 
of oversight it these hearings wfU be tha failure ud resolution of Madison Guaranty Savings and 
Loin. Unit Rock, Arkansas. Madiaon *u taken over by federal regulator! in Mtrch of 1919 
and revived by the Resolution Truer Corporation (RTC) In November, 1990. 


A* ranking Member of the Home Banking Committee, l request that the RTC provide the 
Committee with aeeen to ill document! related to madlean and Its tubaiditriei. Mem ben of the 
Committee will need aeeen » this material to prepare for the upcoming hearings ud to perform 
their ongoing oversight responsibilities. (As 1 am sure you are twite, documents provided to the 
Ranking Member are available to the Committee ea a whole under the Committee rules.) Ha 
doeumanta requested would include, but nor be limited to. administrative filth 


eoropondenee. electronic mail, and agreements the RTC entered Into with private rector 
contractors during the resolution of Madison. In addition to doeumanta In possession at RTC- 
Washington, 1 request aeeen to all doeumanta related to Madison held at RTC field offleee. 
Furthermore, please provide the names and tides of all RTC employen involved with the 
disposition of Madison. 


Please have your staff contact Joe Seidel at (202)226-3241 or Mice McGerry at (202)225.225* 
to discuss arrangements to review the aforementioned documents as soon as iweiiNa As you 
ate twite. I have previously requeued aeeen to than documents forest in P gfommt other 
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Mr. Ryan 
Page Two 
March 1, 1994 

Committee function!. My final knar concerning that request, was forwarded yesterday, March 
7, 1994. If the agency decides to comply with that request, we will, of course, consider this 
request satisfied as well 

1 appreciate yom aarimmcc and look forward to your ooopertzion. 



JAL:jla 


cc: Henry B. Gonzales 

Chairman 

Commiltea on Banking Finance 
and Urban Affairs 

2413 Rayburn Houae Office Building 
Washington, DC 20315 
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U S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON VANNING. FINANCE AND UNBAN AFFAIRS 
ONE HUNDRED TUiRO CONGRESS 

2I3S RAYBURN HOUSE OFFICE SUHOfNd 
WASHINGTON. DC 20S1S-S0S0 

March 10 , 1994 


Mr. Jonathan Fiachtar 
Acting Dlractor 
Offlca of Thrift Supervision 
1700 G Street, HV 
Washington, O.C. 20852 



Dear Mr. Fieehteri 


You have recently received letters from Congressman Jla Leach 
requesting aooese to all documents you possess concerning Madison 
Guaranty Savings and Loan and ita subsidiaries. The March 8, 1994 
latter states that, •Members of the committee will need access to 
this material to prepare for the upcoming CRTC oversight] hearings 
and to perform their ongoing oversight responsibilities.” 

This letter is to Inform you that the Banking Committee is not 
conducting an invest lgatlon of Madison Guaranty Savings and Loan 
or related matters at this time. Mr. Leach's requests do not 
constitute a Rule X or Rule XI investigation under the House Rules. 
A hearing does not provide the basis for a member of Congress to 
obtain documents to which he or she is not otherwise entitled. I 
will request any Information needed by the Committee in order to 
prepare for any Thrift Depositor Protection Board Oversight 
hearings pursuant to section 21A(k)(6) of the FHLB Act and will 
sake it available to members of the Committee, as appropriate. 

I trust that you will give Congressman Leach* a requests the 
consideration they merit and extand to him the same courteeiee you 
would extend to any — -*■ 



mit 
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U.S. HOUSE OF REPRESENTATIVES 

COMMUTE! ON BANKING, FINANCE AND U WAN AFFAIRS 
ONC MUNOACO TWI80 CONCHIES 
EI2I RAT9UHM HOUSE OFFICE BUtlDWG 
WASHINGTON. OC 2091S-EOIO 

March 10. 1994 



John B. Ryan 

Deputy Chief Executive officer 
Resolution Trust Corporation 
801 17th Street. MV 
Washington. D.c. 10434 

Dear Mr. Rymni 

you have recently received letters froa Congressman Jim Leach 
requesting aooees to ell documents you possess concerning Madison 
Cuaranty Savings and Loan and its subsidiaries. Bis March 8. 1994 
letter states thet. "Members of ths committee will need access to 
this material to prepare for the upcoming [RTC oversight] hearings 
and to perform their ongoing oversight responsibilities." 

This letter Is to inform you that ths Banking Committee is not 
conducting an investigation of Madison Guaranty Savings and Loan 
or rslatsd matters at this time. Mr. Leach's requests do not 
constitute e Rule X or Rule XX investigation under the House Rules. 
A nearing doss not provide ths besis for a member of Congress to 
obtain documents to which he or she is not otherwise entitled, x 
will request any information needed by the Committee in order to 
prepare for any Thrift Depositor Protection Board oversight 
hearings pursuant to section 21A(k) (6) of the PHLB Act end will 
make it available to members of the Committee. •• appropriate. 

I trust that you will give Congressman Leach's requests the 
consideration they merit and extand to him the ease courtesies you 
would extend to any member of Conorsee. 
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U.S. HOUSE OF REPRESENTATIVES 

COMMUTE! ON IANKING. FINANCE ANO UMAN AFFAMS 
ONE HUNOAfO THIWJ CONGMSS 
3129 AAV90AN HOUSE OFFICE 9WL01NG 
WASHINGTON. OC 20S 19-9090 

March 14, 1994 



Mr. Jonathan Plachtar 
Acting Director 

Of flea of Thrift Suparviaion _ 

Haabar. Thrift Dapoaitor Protection oversight Board 
1700 G Street, M.W. 

Washington, D.C. 20552 


Dear Mr. Piechters 

You have previously been invited by letter dated March 3, 1994 
to appear before the Cossittee on Banking, Finance and Urban 
Affairs for the purpose of the sesiannual appearance of the Thrift 
Depositor Protection Oversight Board. I expect that Republican 
members of the Cossittee say use the opportunity of the Oversight 
Board hearing to pursue extraneous setters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, natters that are the subject of pending 
investigations by Special Counsel Piske or other lav enforcement 
authorities, or other extraneous setters not specifically set forth 
in section 21A(k) (6) of the Federal Rose Loan Bank Act or the March 
3, 1994 invitation letter will not be considered pertinent at the 
hearing and need not be answered by you. 

I was the primary sponsor of the provision to require the 
oversight Board to appear on a sesiannual basis so tha t the 
cossittee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FDIC-RTC 
transition measures required under Public Lav 103-24 clearly 
require the complete and full attention of the Cossittee in order 
to have a successful Oversight Board hearing. Z intend to keep the 
hearing so focused. 

I look forvard to your March 24, 1994 appearance. 


mu*** 


Henry B. Gonzales 
Chairman 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE MUNOREO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20S 1 9-9090 

March 14, 1994 
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The Honorable Lloyd Bentsen 
Secretary of tha Traasury 
Chairman, Thrift Oapoaitor 

Protactlon Oversight Board 
1500 Pennsylvania Avenue, N.W. 

Washington, D.C. 20220 

Dear Mr. Secretary: 

You have previously been invited by letter dated March 3, 1994 
to appear and testify before the Connittee on Banking, Finance and 
Urban Affairs for the purpose of the seaiannual appearance of the 
Thrift Depositor Protection Oversight Board. That letter specifies 
in detail the natters to which you should direct your testimony. 
I expect that Republican members of the Connittee nay use the 
opportunity of the Oversight Board hearing to pursue their stated 
interest in extraneous natters, including Madison Guaranty Savings 
and Loan. Any questions regarding Madison Guaranty Savings and 
Loans, natters that are the subject of pending investigations by 
Special Counsel Fiske or other lav enforcenent authorities, or 
other extraneous natters not specifically set forth in section 
21A(k) (6) of the Federal Hone Loan Bank Act or the March 3, 1994 
invitation will not be considered pertinent at the hearing and need 
not be answered by you. 

I van the primary sponsor of the provision to require the 
Oversight Board to appear on a semiannual basis so that the 
Conmitteo could oversee its activities. The recent appropriation 
of funds to the BTC, the management reforms, and FDIC-RTC 
transition measures required under Public Lav 103-24 clearly 
require the complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. Z intend to keep the 
hearing so focused. 

I look forward to your March 24, 1994 appearance. 

SincAsly, 

Chairman 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTf ( ON BANKING. FINANCE ANO UNBAN AF FAINS 
ONE NUNONCO THINO CONGNESS 
2129 NAYBUNN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20919-40*0 

March 14 , 1994 
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Tha Honorabla Roger Altman 
Chlaf Exacutlva Officer 
Resolution Trust Corporation 

Member, Thrift Depositor Protection Oversight Board 
801 17th Street, M.W. 

Washington, D.C. 20434 


Dear Mr. Altman: 

You have previously been invited by latter dated March 3, 1994 
to appear before the Committee on Banking, Finance and Urban 
Affairs for the purpose of the semiannual appearance of the Thrift 
Depositor Protection Oversight Board. Z expect that Republican 
members of the Committee may use the opportunity of the Oversight 
Board hearing to pursue extraneous natters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are the subject of pending 
investigations by Special Counsel Fiske or other lav enforcement 
authorities, or other extraneous matters not specifically set forth 
in section 21A(k) (<) of the Federal Home Loan Bank Act or the March 
3, 1994 invitation letter will not be coneidered pertinent at the 
hearing and need not be answered by you. 

Z was the primary sponsor of the provision to require the 
oversight Board to appear on a semiannual basis so that the 
Committee could oversee its activities. The recent appropriation 
of funds to the BTC, the management reforme, and FDZC-RTC 
transition measures required under Public Lav 103-24 clearly 
require the complete and full attention of the Coanittee in order 
to have a successful Oversight Board hearing. Z intend to keep the 
hearing so foc u sed. 

Z look forward to your March 24, 1994 appearance. 



Chairman 
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Over die period Deceml>er 1979 lo December 1992, die number of slock state-chartered 
thrifts in Arkansas declined from thirty-three, with assets of $961,002,000 to three, with 
assets of $146,072,000. (Source: OTS Documents) 
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Funds from Madison Financial Corporation to Whitewater 
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Source: Resolution Trust Corporation records. 




Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.ra. at the offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 

The first order of business, introduced by John Latham, 
was the matter of authorizing prepayment of Jim 
McDougal 1 s bonus. After a full discussion, the 
following resolution «as unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that. the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 

There being no further business, the meeting was 
adjourned. „ 

A 

# 771 i fcrc 

Chairman ' 


U9SS 



4474 


MOIMMmU ***** 
jOtmt U*XCl *C» rem 

MMCII 

CMMIf I 

IMP IWM. MitltCxlMHI 
f»IA 1 «*#UOM«* «*•»*****• 
jtlVDl l|MMr » WIUlKHWI 
KP*> 
i*<« wtMt 

MUH ••'!•>. Ut<0*M 

uaavuaocco **»• 

Mi 0* 1 #* l/**" 

JM IKM1 *0*9* 


Ctfotm* •mmom* 

PPI>MU<K« M 0 ^» 
iwX V WM**a li«M 



U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING, FINANCE ANO URBAN AFFAIRS 
ONE HUNOREO THIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUHDING 
WASHINGTON. DC 20913-B0S0 

February 3, 1994 
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Mr. Roger C. Altaian 
Inter in CEO 

Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altman: 

I an in receipt of your February 1, 1994 response to the letter 
initiated by Senate Republican leadership concerning Madison 
Savings and Loan and I an pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies” with regard to 
Madison's failure. It seens self-apparent that in order for the 
RTC to pursue vigorously all renedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the White House , to the Justice Department. 

In its investigation of Madison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Not only did Jaoies and Susan McDougal 
hold significant ownership interest in both entities (approximately 
two thirds in Madison and one half in Whitewater), but the other 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. (See the attached memo.) 

If the White House chooses to use the Justice Department to shield 
Whitewater documents not only from the public and Congress, but 
from other government agencies, such as the RTC, which have 
legitimate public lav enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
presidential ly appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) • When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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Mr. Roger C. Altman 
Page 2 

February 3, 1994 


not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, lav enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, 1 would urge that you request from the Department of 
Treasury's Ceneral Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against SSL wrongdoers. As you pointed out in your most 
recent letter, this extension "has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterate my request, pursuant to Rules X 
and XI of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, Little Rock, Arkansas. As you know. 


1(735 
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Mr. Roger C. Altman 
Page 3 

February 3, 1994 


on December 9, 1993, I wrote the RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules, House practices, and judicial precedent 
support the proposition that the Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 





JALigp 
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MEMORANDUM 


TO: Congressman Leach 


FROM: Banking Minority Staff 

RE: Madison Guaranty ("Madison") 


In reviewing documents related to Madison in the possession 
Minority Banking, we have come across material which may indicate 
subafdia^ ° f * l08n of 8111 Hinton', by Madi a on“hroCgh a 


Sine, the Minority's investigation is concerned with the dossim. 
misuse of federally insured funds to assist Whitewater and/n^ 
former Governor, we thought we should share the following^ * 
information with you. w*i«win? 

SUMMARY 

Based on documentary evidence available to the Minor! tv it 
appears that Madison Marketing served, in at least one instance 
as a conduit of funds from Madison Guaranty to Whitewater and ' 
Governor Clinton. If this is correct, it wouW aj^ar th.t 
insured funds from the failed Madison Guaranty were diverted and 
directly benefited the Governor and his investment in 
Whitewater, a claim Clinton had denied. 

DOCUMENTATION 

* Bill Clinton obtained a loan from Security Bank of 

a PP ro *i=»tely $20,800 (loan #975- 
585 , Bill Clinton) . The money from this loan was used to 
pay off the remaining balance of a loan at Madison Bank and 
Trust of Kingston, Arkansas that was provided for the 
purpose of constructing a modular home on lot #13 at 
Whitewater Estates. The loan at Madison Bank was provided 
in 1980 to Hillary Clinton in the amount of $30,000. 

• On November 8, 1985, James McDougal sent a letter 
accompanied by a check to Charles Campbell, Vice President 
of Security Bank of Paragould, for $7,322.42. The letter 
from McDougal states that the check is principal and 
interest payment on "Note #957-585, Bill Clinton." (Note: 

It appears that the loan number is a typographical error 
with the superimposing of numbers 5 and 7 in P the first three 
digits. j 
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* The check McDougal enclosed with his letter to Mr. Campbell 
is a Whitewater Development Corporation check dated November 
7, 1985. The loan number referenced on the memo portion of 
the check is "Note *975-585." 

* According to the check ledgers for the Whitewater 

Development Corporation (WDC) , the corporation's checking 
account had the following balances: $189.50 on 10-10-85; 

and, $12.49 on 10-31-85. However, in order to cover the 
payment of $7,322.42 on the Clinton loan, a deposit is 
recorded on November 8, 1985 in the amount of $7,500.00. 

The deposit is listed as coming from "Madison Marketing." 

* A 1986 Federal Home Loan Bank Board exam gives the 
impression that Madison Marketing was largely a sham 
corporation used to divert federally insured resources to 
insiders. The exam notes that "Until 1986, Susan McDougal 
owned Madison Marketing." The report also states the 
following: 

"Madison Marketing is paid for doing all the general 
advertising for Madison Guaranty and most of the 
advertising for Madison Financial's land development 
projects. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 

Since 1983 these payments total $1,532,000." 

"Given the evidence of Madison Marketing's invoices, it 
is questionable how much of these advertising services 
are actually performed by the firm. The actual work 
... appears to be performed by others. It would appear 
that Madison Guaranty could have an employee perform 
similar work for much less money." 

"Mr. Latham [an officer of Madison] stated that Madison 
Marketing made no payments to any stockholders. This 
statement is false. As part of a test for such 
payments, the examiners discovered two remittances from 
Madison Marketing to Susan McDougal [a large 
stockholder of Madison] which total $50,000. This was 
a test, and there may be additional payments." 

CONCLUSION 

Given the above circumstances, it would appear that federally 
insured deposits (i.e., funds from Madison Guaranty through 
Madison Marketing), which, with the later failure of Madison 
became, in effect, taxpayer obligations, were transferred for the 
direct personal benefit of the former Governor. 

The above payment also raises the question of whether Whitewater 
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was treated as an affiliate or related interest of Madison 
Guaranty and therefore subject to conflict of interest statutes. 
From a legal perspective, it could be argued that the McDougals' 
controlling interest in Madison Guaranty and their substantial 
ownership interest in Whitewater could qualify Whitewater as an 
M affiliate H of Madison Guaranty. Even if Whitewater is not 
considered a subsidiary, related interest, or affiliate of 
Madison Guaranty, such an extension of funds to a presumably 
"unaffiliated" entity would be very unusual and suspect. 

It has been publicly reported, with respect to this loan 
repayment, that both Whitewater and the Clintons took a tax 
deduction related to interest paid on the same loan — which the 
Clintons later recognized as improper double deduction after an 
article ran in the New York Times . What remains unclear is the 
larger question of whether the funds provided by Madison to 
reduce the Clinton's liability were proper or properly reported 
as income for income tax purposes. 

As you know, we have received broad hints from within the RTC 
that the agency has had under review money transfers from Madison 
to Whitewater. We will not know whether this type of activity 
was more pervasive and part of a larger pattern unless, and 
until, the agency provides us the documents we have requested. 

If Madison provided any direct or indirect assistance to 
Whitewater, presumably half the value of such would redound to 
the advantage of each of the half owners. In any regard, the 
above money transfer underscores that then Governor Clinton had 
personal liabilities reduced by a payment from Madison. Such 
payment presumably carries ethical as well as tax implications 
and is part and parcel of the $47 to $60 million estimated 
taxpayer loss at Madison. 
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PC. jO 6 7 0 PAflAGOULO. ARKANSAS 7 2 4 5 0 
501-239-9571 

September 30, 1983 


Governor Bill Clinton 

1800 Center 

Little Rock, AR 7220S 

Dear Governor Clinton: 

Enclosed is a copy of our check f 12677 in the amount of 
$20,800.00 representing the proceeds of your note. The 
original was mailed to: Madison Bank 6 Trust, Kingston, 
Arkansas. 



Charles D. Campbell 
Vice President 
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JIM Me DOUG A L 
P. 0. Box 1583 
Little Rock, Arkansas 72203 
November 8, 1985 



Mr. Charles 0. Campbell 
Vice President 
Security Bank 
P. 0. Box 670 
Paragould, Arkansas 72450 

Res Note #957-585, Bill Clinton 

Dear Mr. Campbell: 

Enclosed is a White Water Development Corporation check 
for $7,322.42, representing principal payment of $5,000 
and interest payment of $2,322.42, on the above note. 

Thank you for your attention to this matter. 

Sincerely, 

‘DJf 

Jim McDougal 


a ‘tn 
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7. John Litn** At All fflAVAnt dan vee the Preiidsnc i«tf 
Chief Cstcut ive Officer of Madifoa Guaranty And a esses r of ;:s 
beard of Olrectora j And a utfiir of the board of Olrectora And the 
Secretary of HfC. 

a. SuAAA MeOOUgSl WAS At All rtliVAAt tlAAfl wife of JAOAA I. 
rtcOougal# noaoer of tno loArd of Olrtctora of Madison Guaranty, 
President of Madison Reel Carets. A division of MFC. and Fresidene 
of Madison Kac«et ing, * service provider to lUdlaon Guaranty and 


MFC. 

9. uadi son Reel estate vee e reel eetete brokerage operation 
ovnod end opernted by (Udleoe rinenelel vita Ite principal bcotac 
Susan McOougsl. 

10. lUdlaon Marketing vee ea advertising agency tnrougn 
which lUdlaon financial and Nedleon Guaranty purchased all of its 
advertising for itself and UK’s reel eetete developaente. 

11. Jla# David and 0111 tealey l •lenity irothors*) vere real 
estate agents and/or developers for Madison leal Cstete* vho sold 
property and received substantial fissions and/or developaent 
fees froa Madison financial. 

10. frost 4 Coapany purported to serve as independent 
auditor of Kedleoa Guaranty sad Its consolidated subsidiary 
Medieoa f Isaac la 1 for tbs yeare 1904 sad 1909. 

13 , Jute 0, Alford at ell relevant tines van the audit end 
accounting partner of rroet 4 Co ng a ay la charge of the Madison 
Guaranty audit, 

14, federal lone Loan Sana board (*riLSS") le the priaary 
federal regulator of Radleoa Guaranty. PILU has oversight of the 
federal lone Loan lean of OslUa vhUh has direct supervisory 
responsibility for Madison Guaranty, 

T9 


19. This action ariess froa frost 4 Coapeay’s breech of its 
duty sad Agreement ts provide prsfoosloaal servlets la that m 
defendant rroet 4 Coapaay violated Gaaorally Accept** auditing 
staadarda c*GAAS*1 la coaaastlSM elth Iti audita of# and opinions 


-4- 





4486 


' fOUIl HOMS LOAN I AUK OOABO 

ornci or oiRitiATiois and supervision 


:i .me AMfftf ef tee'Utt'iee WAOISOW CtMEAWTT <A¥fWCt AMD LOAM ASSOCIATION 

HOt MAUI STREET. LITTLE ROCK. ARKANSAS 71203 

Oistrict H.mher **tHt Socket :iu»eet ^*01 

CiMiMlioH •• •! U**t) ' t “ARCH fc. ISM 

5ct»ic« >'nrpor<i(ioni «n4 Other >f f i l i.n «*« 

MAO I SOW PtWANClAL CORPORATION 


i: K P 0 R T . 0 f iZAHIHATtOH 


— i»<t«.»H +* 2i211*2*l± " r "»<«««- 

•»•««■•«« «« the prnrrtv *t r-.,.., 

tt >»• in lot it< C9nti4»nttii ,,,, ,MM *"• 

iMIHWiM. at ... *f it' aittcta. . "* «»*««•«*' 

r!». a... rai, C.-ratat 


:f . wm« at ocatt Util tract" ,, , 

t!w "‘recta. - '« •raaoctiaa ... , , 

- "tercet ct i net ante me ’«•«*•« .tote,,,,,, 

rsurt which iimn th« erec***. lAM | d h- ./ ** '**• *•*. »< neee««« ri m* 

tea ,, fee, 191 .1 .iTSU;, 

"ctfH. T *' Hi the PeWerei Omm\. 


• fut- 
ft 

|di«- 


f thi« 
latftv. 


in i-w, ««!, lh . t? 


’*«eHt«. Tliie i*mu «h««M mi ... 


• »**»W Hi], 




nwu 


rtftaa r« f « no 



4487 


Federal Ho** loan Bank Board 
RETORT Or EXAMINATION 
COWCNTS 


iwfeet . 
7f.Ot 


I M for mac Ion concerning the Inat I Cut Ion ' a policies, 
considered to be of supervisory interest or concern, la 


pi act ices and condition, 
shown below. 


A. 


Ob i*ct ionabte Conflicts of Interest^ 

Conduct of Inter,.. U-. IlcOon,.!. fleO..,.r I . .•>■! uillio. 

Henley heee keen rfetflneo.el to Ihf eofet, ».n» »o«n<lne«. of th. Mil- 
cue ion. Thete Inlleidu.U ere in tonttol ol the tn.t itut >"« ilUiii. 
Currency) chro«,h ch-ir .cock o-nec.hi,. Jene. NcOou,el oun. *».5. »f the 

out.tJdin, H.dl "too. HI. vile, Sncen McOonMl . oun. d.M. >■"< her 

kreit her uittiam llenlea owns 8.55. In addition tn hi* owneirhip control. 
H llciooial . aa n - idm of the Insl i cut Ion * a subsidiary [Madison 
Financial)? has complete control of the land development projects discussed 
in comment B. 

fhi, rent rel -nehl.d Mr. HcPo«,.l to .erneture the de.el rnent end 
fiu.ncinr of Ch. yroi-cc. *o Chet .ub.c.ntl.l ce.h p.ynen . could bo 
divorced to hlcenll, *»*»» Hcnou|!.l . «I1I« tlonley end other., fh-»e 
p.ynence h.on diirctly bonolic-d tho.e indioidn.lt. but H.dl.on Rn.r.ncy 
ho. received little or nothin, in teturn. thou,!, they h.v. been ttinctnied 
to ..nid .peclfic Ineurooce Refulaciooo, tl.ee p.ynent. ate conttoty to the 
leneral policy of the HUBS concerning conflicts of interest as stated in 
Insurance Population S?l.» and FIILBB llemnr andum R-I«a. 


Mans nf these pirsmts have been fuftneled through business entities which 
ai- owned or controlled by the HctJougals, employ***. relatives of 
-mplovee**, or close friends of th« McOoueals and llent.*y. In the report, 
reference will he made to these individuals as the Me Doug at -Henley Croup, 
f hot* pit the activities of these business entitles nsy be appropriate for a 
savin** and loan institution to perform, the advantap.es associated with 
the«e activities accrue to the NeDougsls and Henley, rather than Madison 
Guaranty. As such, these arrangements are contrary to the FlllBB's policy 
concerning appropriations of corporate opportunity as explained by 
Insurance Regulation JM.e. 


Mr. HeUougsl stated that there were no violations of the mnilict of 
interest regulations. * 


There ar** several of these business entities, none of whi«h are disclosed 
on the Crimination Management Questionnaire. The investigation nf these 
businesses remains incomplete. For example, the amount nf lladisuu Guaranty 
lean proceeds going to many nf the entitles is unknown. Formal invas- 
t (native » »wers have been granted; in this case, under Sort ion M)f(m)f7) nf 
the National Housing Act. Current Undine*, will* respect tn three of the 
more important business entities, are discussed belou. 


* • :**dj s on Real Estate 

Madi«on Financial pays commissions to Uadi son Real F.stsie !•»» soiling 
-land from Madison Financial's developments. Iliese rnnmissiorn in tom 
are distributed to the sale* pet runnel, tie . I.atham stated that 
Had I son Heal Estate va* "a division" nf lladlson limn-ial. Mr 
tic frugal stated that Madison Real Tatars vas essrnt t.i| la fntnrtl in 
order to use Susan Mcl)ni,gat * * real mare sales license whirl, {„ 
torn, was being n--d by Madison financial to naiket the ptojeem. p„ t 
Mao I son Real estate s checking account was not r*n Madison f i i af -. 
boobs until after management was untified of this f.,r» 

zz wzr;:zz: J lzjz'zz 
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oocitct .*%>. :'.ni 


of- the cassetsiions paid bt Madisaa financial to Madison 
gafluitla. Hbich itfiiif icifidf dtrivct all oi Id batintu (ta* 
MIim flnaofial. 

ffguf •! iHf tiln, which thatt itMiiiicit, **••• Hi 

liBintl itinlf: Cttee *t**tri w«»# ere net inf at ictw hwa. MaolsaaJ 
CaifialT* esaaotiallr retained fitka al avaciiaia an Utiaj 

(dNUCcUti Ihmu i* I'll I* finance* »»*••• «•!«! iaalodiac the caaal 
|f | tl dwittitM. Thu*. Mad is on finaraoiy's Stsitisa da ter tar st ad 
bHHM i t laiaifita (ha Maa avnaisntn riakt at batata, bat pad tsaa 
faaa ia .heat individuals. !n addition. fata M«d thconth Madia aa 
••al fsmto wane used as lawn ostataci v» taaa a£ the •i.sa 
patchstat ia aa sapntrnc utenet ia <litf«aaa I00J lundlaf al tha 
purchase br Hadftaaa Cdtwt* 'no its subsidies iae. - 

McOoofel snd lath.sn ene* an Aaril **• l M) Uttar from* 
r .j aM i i|Mt Lena Anns nf Dallas Sueervisntv Meat aa pesaissteo ta 
f «|i ««rata ec*a»nt9«« to Madison *aal Catata. 

thia Itttat ia part. »sns :hst tie »aa«d of Dicta tors 
Insurance P«*nlatio* SM.J v«»cn is cttaa ahaaa to tliia connai 


& 

h 






Mad nan Market inn 

'tad i *«n Matketinf is paid f?r ramt all in* ttaatal advertising lav 
Madison (Ssstiscv and Mtt of tha ntfffiiin lot Hadl'taa financial • 
land .levelan-ant urajarr-. Ml of Madisaa Marketing's baa tnasa is 
•lariveu froa Hadis an Caarnnrv at its au*atdiari*n« Sine* ltf3 these 
r a *•*»«* t «*tnl 51.512.MMi. •-%* • I r»bru«rv IM4. Sanaa HcOaaaal aimed 

>i a dim« Markatina. Murine i oorttoa »l this ti«a. it ana a «at» 

(•at anas watch ana ineacneraie* aa Lisa Aonsnaoaa* raaactadlf • clasa 
friend al S*eno HcOancai. 

%, r# t.ithaa stated chat .titer raktuata Iflt, Madina* Marks tint baaaaa 
an anrita "4/Wa (dntn« basinets ass" fat Madisaa financial and esasad 
to aa a sareatatiao. ih«s«rr , .t is nat rtfistatad aa a "l/l/s" la 
the Canaan raaasdo. Alta, its chackinf actaaac hat naaav bsaa 
rscataad >a tha beans al Madison financial. 

Given ilia aaidanca of Madison Mat m tnf 1 s invoices* it is fuatttaasala 
ha* nuch nf lhasa idvartmnt services are tctasllv perfera** be lha 
firm. The actual, uora oi saver i i s no , lean as tha *408100 sad 
»r enaction a I eomarctals sns etovicma air i iaa ac newaeaear space* 
aaaanrs m ha narfarne* bv .uhtfs. '•sdisao Market in* senamnitv just 
pans i<i«* bills nf ether *riviaett and adds i MX l«a of its eon, 
'iMiHTts asctsMcaa this fee ia aa aeatantaacalv 5200.009 tinea IM1. 

5* weald irsssc list Madison vniwu* caatd have an ematawa eetlara 
statist ocra tar aacn Ivan •oaw. 

'•f , i.athna etated that Madison Market in* sad# no oavaeaca ta an^ 

• ta* khnldava. This int-'*asi is Mis*. \« a aatt al a test fat taco * 
aivwsti, the iiimnaM mscavaraa tea resistances (roa Madtsoa t 
**ark#i inn ta Suana HcOoaanl -»icn total 5)0,000. This •*«« a ttst. .ms< 
thnra a« be aadtttnnm navnents. 

-aticnov'r rmsattocc ten 

Castanet ' S *‘ona trier ten r»r i -*«•• eanst rant tin ant an ions el the I .in* 
i»»si«»v*si sroiosti sna is use a I the nraaactf scant inf Madisaa 
taaranav (aaaa. ts IM) -.na ta .into in Iff*. 5241,000 net nntd fat 
w*tt« H#r larnan f-t •:..*» •««* inn its tnbnt dint tea. Tha istssi 

al ivsn araaaad* -sta sa n *sitn«r s Cons tract tan nn worn fat third 
,-srtv batraveta is •maneon. Tcsicner's Construct tea aaaaass ta b« a 
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Source: Whitewater Development Corporation check ledgers /Whitewater Development Corporation cancelled checks 
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MEMO 


July 1, 1986 


to 

the 

in 


TO: John Latham 

FROM: Jim McDougal 

MADISON MARKETING 

When the service corporation undertook its first land development 
project in the spring of 1983, it was determined to primarily 
advertise the home sites through the use of television. The firm 

of Rothman and Lowery was retained as Madison’s advertising 
agency. Because her education is in speech and drama. Mm? 
McDougal assisted m preparation of copy for the commercial! 
appeared m the commercials, and assisted in editing th^ 
commercials. She either wrote or rewrote ail newspaper copy 
advertise the subdivision. Until the summer of 1984, 
corporation undertook the development of other subdivision 
addition to Maple Creek Firms. subdivision 

During this period the creative audio and visual quality of the 
production produced for the ^edia by Rothman and Lower? 
progressively deteriorated. Additionally, the firm frequently 
made mistakes as to the placement of advertising or omitted to 
place advertising when instructed to do so. 

In late summer 1984, after advising the board of directors of the 
savings and loan and after seeking the legal opinion from counsel 
Mrs. McDougal formed Madison Marketing. She undertook, with hired 
assistants, the writing of copy, taping of spots, and placement of 
advertising for both the savings and loan and the service 
corporation, roc the work she received exactly the same fee which 
hac been paid Rothman and Lowery, with the exception of the fact 
that she did not charge for production of television spots or *he 
writing of newspaper copy. 

Additionally, she negotiated a much lower race structure with the 
television stations than the company had been paying when the aas 
were placed through Rothman and Lowerv. In late Januarv >o «5 
McDougal P #r ? i ' ted Edison Marketing to become a s^bsidi!™ 
of Madison Financial Corporation. Because Madison Marketing was at 
this point a recognized agency" by the electronic medU, -his 
resulted in Madison Financial Corporation receiving the 15 percent 
discount normally given advertising agencies. Mrs. McDoueal 
continues to perform all the aforementioned duties in connection 
with the company’s advertising at no fee. 
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_ - Memo, John Latham/Jim McDougaL 
July 1, 1986 


MADISON REAL ESTATE 

When initial sales began at Maple Creek Farms in April of 1983, 
the listing broker was Perryman Realty Company, Inc. Mr. Perryman 
had, at this time, other interests including his own subdivisions. 
This prohibited his devoting the seven days a week necessary to 
the sales effort then under way at Maple Creek Farms and his 
listing was terminated. 

Some of Mr. Perryman's better saLesmen desired to remain at Maple 
‘Creek and continue selling. However, Arkansas law requires that 
real estate salesmen be under the direct supervision of a licensed 
real estate broker. Mrs. McOougal holds a valid broker's license. 
In 1983, her license was held under the name "McOougal Real 
Estate" although she was not actively involved in the sale of 
real estate at this time. 

Upon the termination of Mr. Perryman's activities, Mrs. McOougal 
changed the name of her real estate company to " Madison Real 
Estate Company". Madison Real Estate became a wholly owned 
subsidiary of Madison Financial Corporation. From that time until 
the present, Mrs. McOougal has performed the duty of supervision 
broker for the various salesmen working for Madison Real Estate. 
Although it is normal practice that the supervising broker 
receives at least thirty percent of commissions generated by the 
salesmen under their supervision, Mrs. McOougal charged no such 
fees. The only fees Mrs. McOougal has received from Madison Real 
Estate are fees for sales she made personally. 

SORENSON ENTERPRISES 

Sorenson Enterprises is a sole proprietorship owned by Erik 
iorenson. Mr. Sorenson is a general contractor engaged in 
construction and landscaping work. He built the sales office for 
the subdivison at Camden known as Greentree Farms. He also built 
the sales office at Fair Oaks. At several of our subdivisions in 
.southern Arkansas, he supervised the painting and erection of 
signs in entranceways. He employed in these subdivisions a crew 
of men engaged in selective clearing of trees, planting of grass, 
and the general beautification of the subdivisions. Concurrent 
vith this activity, Mr. Sorenson was engaged in building houses 
for other persons unrelated to this company. 

Because of the observed quality of his workmanship, he was placed 
under Mr. Outton's command at Little Rock, and given the 
responsibility of constructing or making additions to various 
houses at Maple Creek Farms owned by the company. When the 
company undertook the development of Castle Grande Estates, an 
arrangement was negotiated with Mr. Sorenson whereby for a flat 
monthly fee he would supervise the assembling of the modular 
houses and these duties invoLvea the preparation of footings and 
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Page 3 - Memo, John Latham/Jim McDougal 
July 1, 1986 

foundations, the adding of brick trim, and supervision of 
correcting any defect in the workmanship of the house, and 
supervision of the installation of central air conditioning and 
utilities. 

MADISON PROPERTIES 

Madison Properties assets consists primarily of a very Large 
masonary building located on several acres with two producing gas 
wells in Madison County just south of the county seat of 
Huntsville. Madison Properties has no connection to Madison 
Guaranty Savings and Loan or Madison Financial Corporation. 

MASTER DEVELOPERS 

Three stockholders are working in conjunction with the development 
of 59 acres located on 145th Street. Two stockholders have 
extensive experience in real estate development and sales. These 
individuals have engaged in exhaustive market research to 
determine immediate commercial use for subject property. Their 
feasibility and marketing studies indicate the immediate need for 
a fast-food outlet to serve the several hundred industrial and 
service employees presently employed within 1,500 feet of subject 
location. There is no such outlet within several miles to serve 
the heavily populated suburban areas surrounding the property. 
Additional trade is anticipated from traffic generated by the 
freeway which services the location. 

For the same reasons outlined above, need is indicated for a 
convenience store and gasoline outlet. As mentioned above a 
convenience store is esential to the successful sale of 
residential lots. Roadrunner, Incorporation, a highly successful 
Arkansas based convenience store and gasoline outlet franchiser, 
has conducted an extensive market survey which has concluded that 
such a facility located on subject property would be successful. 
Two of the principals of Master Developers have arranged for 
separate financing to erect such a facility. 

Also, negotiations are far advanced for the sale of two acres jf 
the 'property to a building supply and insulation firm. 

The preliminary master development plan for the business par* to 
be created is completed and a copy is attached. 


ISLAND CONSTRUCTION 

The lots at Campobello which were under development Last year, 
were so heavily overgrown with spruce trees and other foliage, 
that our sales people were finding it difficult to waLk 
prospects from the road to the ocean therefore, greatly ir*" 
the sale of frontage lots. 
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July 1, 1986 


Additionally, the density of the foliage prohibited a view of the 
ocean from the interior lots lying immediately behind the ocean 
front lots, thereby diminishing the value of those lots because of 
this lack of view of. the water. 

Initially, unsuccessful attempts were made to employ timber 
cutters with chain saws to selectively clear the ocean front lots. 
This process proved too slow and too costly. When it was 
determined that lot preparation could not keep pace with sales 
using this method and further determined that this process 
distracted from the beauty of the lots because it left them 
covered with stumps, another solution was sought. 

Mr. Randolph, who was thoroughly familiar with the use of 
mechanical methods employed by the company to prepare lots for 
sale and who had had extensive experience working in various 
subdivision owned by the company, was asked to come to Campobello 
to devise a method of overcoming this landscaping and marketing 
problem. Upon his arrival he immediately leased the proper bull 
dozer for such work and trained bull dozer operators living on the 
island as to thi proper method of selectively clearing the lots and 
removal of the rsulting debris from the lots. Direct correlation 
by the increasing sales and his arrival is easily demonstrative. 
For example, every lot he caused to be prepared in his first week 
of work was sold that weekend. His additional duties involved 
building driveways which permitted access from the main 
thoroughfare through the, lot to the water's edge. 

The company owns a large tract of land abutting the highway 
immediately at the entrance to the island. Our predecessor in 
title had cut the timber from this tract some years ago. When 
this sort of clear cutting occurs on that island, a large bushy 
plant, which is quite unattractive, grows to a great height and 
has an especially virulent root system which inhibits its removal 
effectively even by a bull dozer. Mr. Randolph purchased a new 70 
horsepower tractor then attached a device known as a "tree eater" 
to be used in the eradication of this plant. This method was 
effectively employed and the entrance to the island again 
beautified so as to make the ocean visible, thus greatly 
enhancing the value of our entire property. Mr. Randolph left the 
tractor he purchased at Campobello where it is in use until this 
time. Personnel he trained in the proper method of beautification 
of our property are continuing the process this year with very 
beneficial effects. 
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JANUARY 24 tli UPDATE 


■f* 130 -’ Alford - .-rest .. Si Co auc.ror. l-.aa -w C ;oa’Ju:dir.8 ^oacs at Vaciso r. u the 
his : rt “:3T, y was unhung Maui scn. 


Bervi Anthony - former Cengrersma:: irerr. a - var.-.-.f 
currently a .obbv’st w-ith Winston me Firawr.. 


suscand o: r- 


Sbeda Foster Anthony - Assistant Ar.rrr.-y Oencr.ii ;o: Legislative Affaus; sister of Vir.ee 
Foste r- carried to 3er--i A nt hony 

Bank of Cherry Valley (renamed First Bank of Arkansas) - a tiny .Arkansas bank that was 
owned uui operated by Maurice Smith. .1 senior aide ro then Gove rn or issued Canton 

a 35'J.J r 'J personal ionn which he user, :c partially tinmice his carnpaien for governor server 
as a repository for Clinton!: 1984 gubem.aturiai. re-election campaign funds; its current 
pres:r*>r::. Leon roust, was recently scived a subpoena by FBI agents. 

Bank of Kingston - a snail .Arkansas bank run by James McOourai: purchased by McDoueai 
and *her. Qintsji aides JinuGuv Tucker ind Steve Smith in 1980; lent Hi i I ary G inton $30,000 
to pay fur a mode; home in Whitewater development; provided a checking account for 
•■V hitc-.vaier which w:ts used by both the Cli ntons auu the McDouga is: in 1983, was orbcrec 
cy M ar hr. Jac kson and die r DIC net to extend any more credit outside of .ts ‘natural tracing" 
region. 

David Barr • Federal Deposit Insurance Corporation (FDIC) spokesman; recently announced 
a FDIC ir.vesngar.on into whether the Rus e Law Fin n misied die FDIC about die firm's 
dealings wi± M adison Guaranty (if the FDIC Qnos that gogg misled them, die firm could be 
barred from doing additional work for the FDIC or the RTC). 

Woody 3assctt • B everiv Bassett Schaffer s brother; a iaw student of both G intons : maicr 
Clinto n contributor: helped manage Clinton ~ I98d gubernatorial re-election campaign. 

Michael Bromwich - former Clinton campaign volunteer. Carter administration poiiticai 
appointee: termer empioyco of the Lawrence W'aish investigation of Iran-Contra; protege of 
Deputy Attorney General Philip Hermann : head of new Justice ’watchdog ’ group that will 
eventually absorb Justice’s Office of Professional Responsibility: reported to have beer, chcsen 
is the aew Inspector General at the Justice Department. 

Robert Bryant - FBI agent who headed the bureau’s Washington ucid off.ce at die tunc of 
v ; nctf Foster* > suicide; claims dint Clinton -eviewed F oster's suicide note for executive 
privilege issues: has since been named to head FBI’s intelligence division. 
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Campobeilo - a Madison project re :-c:l lane an a Canadian isianvi c:T;he cojltt -r v— - 
•r. vested in by ^ f p.sJ^feSgu^:i one ChnsTV-a r; was Madro n's iarres: aiisc: res; -suits 
investment ana its most costly reel estate failure. 

Capital Management Services Inc. - a federally sponsored smal l investment comcsay wr.css 
activities by lerv -we limited to .‘octaily iirnevasta^ed” businesses: owned by pav -dHa:* 
irsucc. icvenu questionable leans to roth Sus an ..VfcDoufffl j and fi n Guv Tucker : was raxed 
rv r3l agents cn the day after Vin e?, .Fester';; suicide. 

1’iiula J. Casey - a SiKSn-appoiated U S. Attorney in Little Rock; campaign voiunteer .n 
several Clinton gubernatorial races end student of Clinton at the University of Arkansas Law 
School: former legislative aide to Senaror Date Bumpers; turned down Randy Coi?j t an' - 
request that David H ale be granted immunity in exchange for testimony about C inter: mid 
other Arkansas political figures (including Govc rnoX-Iim G uv Tucke r) who had secured loans 
frtim Capital Managemen t: initially refused to :ccuse her seif bom the Justice Department's 
investigation of Whitewater but eventually did jo following a public outcry, citing her 
■’familiarity with some of the parries. ' 


Castle Grande Project * a 1. 100-acre real esrare development on the outskirts of Little Rock 
which was intended to be a low cost residential and commercial development for families 
seeking an escape bom the city; financed by Matjagfl, C niara !IT v ; invested in by Jim Gnv 
Tucker and Set fc Ward 


Bill Clinton - President; former Arkansas Governor, former Arkansas State Attorney General, 
former iawyer with Ro se Law Firm's major competitor in Little Rock, Wright, L- ndsev. and 
Jcnrungs : former aide to S enator J.W Fulhright : allegedly received campaign fanes rrorr. 
Ja mes McDoural in the form of Si 2.000 worth of donations in cashier's checks bom 
Madiso n: cc -owner of Whitewate r Development Coro.: obtained a loon from the Security 
3arJc of Paray ould which 'he ’used :o pay eff more than 520,000 of a Whitewater loan: 
obtained a 550.000 unsecured personal loan from the Bank ofCherrv Vailey which he then 
contributed to his own gubernatorial campaign; called Vince F oster die night before his 
suicide. 

Hillary' Rodham Clinton - First Lady: former senior parmer in the Rose Law Firm: former 
cci league of Bedard . ftfcssbaum while working on die House Judiciary Committee to impeach 
President Nixon: co-owner of Whitewater Development Coro.: a parmer in Value Fa rmers; 1 
partner in Midlife Investors with Web ster Kubbe ll and Vince Foster obtained a 530.000 ioan 
from the Bank gjj Xj n y yton to pay for a model home in the Whitewater develop menu recipient 
of a $2,0U0 a month attorney fee in i 985 for helping Madison Guaranty (assisted Richard 
Massed fight off efforts by the Arkansas Securities Department to dose it as insolvent 
(payments continued for 15 months while her husband was governor and allegedly were paju 
to Hiilarv Clinton through a secret bank account): asked the McDoueals in November 1988 *o 
give lier power of attorney authorizing her to act on their behalf on matters involving 
Wh;;c water (reports are unclear on whether or aot she actually obtained it). 
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Randy Coleman - Oa yid rtaie J lawyer; requested immunity for Hale in exchange fc: 
’9s::mcnv but was nnr.ee down by psuia Gs ev: also contacted Wjiliarr . Kennedy abcu: 
allegations but was denied .my jor: of White : jcu.se audience. 

Roy P. Drew - E.r . Hutton broker who sc: up Mid life Investors : claimed ’it would ce a 
-r-exh of the imagination to beiicve that S45.000 would not yield some kind of dividend” 
contrary to the '-ax return* whicn snew the parmcrship never yielded much taxable 

rcer.d income; a former adviser to the Aransas state auditor who differed ‘with Govern; r 
:n i989 over an $81 mid ice state vend dcai to purchase 32 nursing homes owned bv 
Beveriv Enterprises, Inc. (The dcai initially was approved by die state but was suspended 
when Grew'; concerns became public). 

Robert Fiske * a partner in the Wall Street firm of Davis, Folk .ind Wardweil (Lawrence 
V>'aish retired from Davis, Polk and Wardweil before beginning his investigation of Iran- 
Contra); appointed by Attorn ey Genera l Reno to be the Wh itewater -special counsel; forms: 
V.S. attorney in Maahocan during 'he Forri ana Carter administrations: in 1989, ’withdrew 
::;rr. consideration to be the d eputy -ttorr.ey general under Dick Thornburgh because of 
;prcs::;on by conservatives (inciutiin?, 14 senators) over his rcie in the ABA's evaluation of 
Reagan court appointees; bnefly defended Clark VL Gifford and Robert Altman in the 3CG 
exse. 


I.i.ia Foster - wife of Vince Foster. lured attorney Jim Hamilton after husband’s suicide. 

Vince Foster - former Deputy White House Counsei; committed suicide in Juiy 1993; a 
p inner :n Midlife Investors ; former partner in the Rose Law Finn : in that capacity- . signeo 
letter :o the FDIC seeking the appointment :o represent the FDIC against Frost ind Co ., 
claiming that Rcng "does not represent any livings and loan associations in stare or Federal 
matters’, the Clinton s' lawyer in the last stares of their Wh i tewater dealings; sotd the 
Clin tons’ haif*ownersnip Of Whitew at er Development: discovered and handled Whitewater ' 
liuiure to !iie corporate tax returns over a three-year penod: (The Clintons have acknowledged 
that in 1984 and 1985 they improperly took personal tax deductions for interest payments of 
52.31 1 and S2.32Z when the payments were acruaily made by the Whitewater Development 
Cc : worked or, putting the Clintons' assets into i blind trust to satisfy ethical concerns about 
their personal business deais including the two investment groups Value Farmers and Niiclifs 
Investors . 

Frosr and Co. - Madison's accounting firm; produced the audit which was used by ±e Rose 
Law Firm to help keep Madison in business in 1985. failed to disclose that Frost’s chief 
auditor of Madiso n. James Alford, had two outstanding loans at Madison at die time of the 
audit; sued by the Rose Law Firm on behalf of the FDIC (Rose settled the $60 million suit 
for 51 million. Some reports claim that the Si million was beiow Frost's insurance coverage. 
Rest? mileti the government S400.000 for its work 

J. William Fuibright - former U.S. Senator who hired both Clinton and McDougal is aides 
eariv in their careers: contributed $ 1,000 n yim McDqugaTs unsuccessful congressional 
campaign; his name was on a S3. 000 .ashler’s check made out to Clinton personally which 
•he R7C turned over :c the Justice Dccarudent: borrowed money from Madiso n: .s :;1 ar.o 
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unacie :o speak with recorders. 

Mark Gcaran • director of White House commumcatious at the time of Vince roster's 
suicide; claimed ar the rime ±zt Ciiv&n nad nut :«en die suicide note; member 2 : the -ewiv 
formed Ickes group which ;s hand: '.ns the political fallout from. Whitewater . 

Cil Clover - Paula Casey’ s husband: was ipFt:u;;ed Chief Counsel to the Arkansas Public 
?:*r vjce Commission by then Gcvemor Clime-. :cntinues to hold that state job under 
Jo - err. or r im Guv Tucker .- 

David Haie • former Cinton -apcciatcdL Little Rock muaicpai judge; president of Capital 
Management Services >c.. indicted cn 37 *ud charges; represented by Randv claims 

.:e -vas pressured by Cl inton and M cDougai :o approve a Small Business A dminis tration 
guaranteed loan (for the ’socially disadvantaged’’) of $300,000 to M Tp frr** » a time 

when the McDounals showed assets of S3 million; has offered to testify against Cintcn. 

Jim Hamilton Washington lawyer specializing in ethics; former deputy counsel to the 
Senate Watergate Committee; possfeiy talked with Vinca Foster prior to his suicide; represents 
Lira. Foster: recipient of Foster's personal effects including part of the missing W hitewater file 
and Foster’s personal diary. 

Jo Ann Harris - chief of the Justice Department’s criminal division; has been supervising 
Justice's investigation of Whitewate r; former New York prosecutor. 

Philip Hermann - Deputy Attorney General (No. 2 person at the Justice Department); in 
charge of the Vince Fo ster investigation at the time the Park Police were asking to search the 
o:T:ce; ordered the Office of Professional Responsibility to examine Poster’? assertion in his 
ruicihc note that the FBI lied in a report to Att orney General Reno concerning Travcigate. 

Webster Hubbell - Associate Attorney General* (No. 3 person at Justice); close personal 
friend of Clinton: former managing partner of the Rose Law Firm: a partner in Midlife 
i nvestors with Hillary Rcti ha m Clinton and Vicce Fasten Rose’s lead attorney for the FDIC 
case against M adison's accounting firm. Frost and C o,: recused himself from the Justice 
Department’s investigation of Whitewater and MadiSflfl one month after the RTC referred *hc 
matter :o Justice; son-in-law of {Seth Ward who defaulted on $587,000 in ioans from Madison . 

Harold M. Ickes - a New York lawyer; the new deputy chief of staff at the White House: 
heads the new damage control group which has been assigned to handle any political fallout 
from Whitewater (other members of the group include David Gergea, George Scepntmopouios. 
Bru ce Linds cv. Mark Gearan. and ?aui Begaia); originally came to the White House to work 
on health core. 

Mariin Jackson - former Clinton -aorointed .Arkansas state banking commissioner: claims ikac 
•n 983. he along with die FDIC .rracred the Rank nf Kirqrgtyn to stop making loans to 
Governor Clinton because the loans were part of a 'troubling partem 1 ’ of lending to powerfa; 
members of .Arkansas' business (like executives of Wal-Mart and Tyson Foods) and politics; 
esuiciishmcr.t; claims he spoke to Qlinton about die matter and that Clinton's response was. 
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"Mariin. don’t worry about polices. I want you :o be the best banking commissioner you :z:: 
s-. . owned the Sccur^y 3ank ^LEara gcBilc; claims he put Paragpuld into a mind trust ar.c 
die. net find out until years later that Clinton had taken out a loan from Pancould to pay off 
rnore than 520,000 of a Whitewater ioan: has contributed S4.010 to C linton campaigns since 
I 984 ; currently the chairman of the Worthen National Bank of Conway, Arkansas; quoted is 
sav.ng: 'Tve often thought that the reason he :jz ces McPoueall began using Ma dispn 
C uarsng v was because he ^IcDcuga il had found ‘hat he fMcDougall couldn't do what he 
wnr.tcc with his bank jCn gstoni. 


Jo tin C. Keeney * was Acting Assistant 
hem:: from the investigation. 


V.S. Attorney imm ediately after Paula Casey recuseu 


Dnv^d Kendall - lawyer for Williams and Connolly; 'personal lawyer'’ to the Sintqg ut 
Washington handling such issues as Whitewat er: conUnuss to represent the WftShiBgmJgg; 
s sc ret iv negotiated with the Justice Department to deliver the Wjut ewatg documents under a 
jubroena (papers subpoenaed Ln a criminal case cannot be released under the Freedom of 
Information Act); was recently rebuffed when he asked the Justice Department aot to share 
the capers -with die Office of Professional Responsibility (OPR): (OPR is handling the Y' . aS * 
ro.'ter suicide). 

William Kennedy - WTiite House Associate Counsel: former partner in the RgSg^Ljw. figSI 
dismissed RaTi fl v Cgigaails request for a meeting to discuss immunity for Dav^ H^ ie wfciie 
to alert anyone rise hi the Wlute House other than Be rnard 

Denn Landrum - an employee of Charles peacock; his name was on a $3,000 cashier 3 cr.ec.-. 
which the RTC turned over to the Justice Department: now deceased. 


Bruce Lindsey partner at WnghL UEdSSSL. and_Jcan «£S where Oiffiaa once employed: 
a senior assistant to the President; principal White House spokesman to the press on Mas s o n 
S&!./Whitcwgter issues and recent state trooper allegations: member of the newiy formca 
^es group which is handling the political fallout Sum S2fflS23Kr 


James M. Lvons * a Denver lawyer ana longtime Qjfilfin ally; during the presidential 
caxr.caisr. helped Clinton discredit the claims of several women who said they hac 
:e:at:onsnic 5 with Clinton: assigned by Cijgw to review the deal after :t became 

a camraign issue: commissioned the accounting firm of Patten, McCanhy and Associates .0 
inveraeate the Whitcwattr Development Corp.'s finar.ee* <see the w^ed 
now refuses to discuss Whitewater. citing an attorney -client reUuoasmp with the 
reportedly called Vince Foster the morning of his suicide: recently named by C j P - lP n 3 
government advisory panel seeking pezeo in Ireland. 

The Lyon's Report - commissioned iiorr. the .^eouuung finn of Petten, McCarthy, and 
.i ,i*~nrterl Whitewater as unprofitable, descr.oed the CtUKP i P * P*** ' * . 

tSdrtA the '««« tooJ eontroi «« 

claimed that die Clintons poured $68,900 into Whitcyy^ -^thout any return, while Jte 
MeDoucalS aceoinwdfer S92.200; omitted freewater . ; SJ--0.000 land purchase from -.e 
•arr-^ai ?aoer Co. which Clinton granted. tax breaks: included a oisclaimer that the 
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rep-jr: •: financial findings 'shouldn't re ccnsrrucc :o represent the resists of m attest ,crv;cr 
or compilation of financial statements, due to the nature of the engagement and inccrr.siete c- 
unavailable records." 

Donald Mackay - former L S. Ancrr.r; uncier 7 rrs:cents Nixon and Ford; chosen to recicce 
F;-JLa C aseY as head of the investigation jf the Arkansas SAL. currently heads the Fraud 
Division .it Justice. 

Madison Financial Corporation - Madison ±2L2EjL1 wholly owned real estate subsidiary 
whose president was James McDc ug ^j ; may have covered overdrafts at Whitewater . 

Madison Guaranty - a Little Reck savings ana loan which was shut down by the Federal 
Government in 1989. at on estimated cost to taxpayers of $47 milli on to $60 million: grew 
25-rrvd during ClinffixCl governorship; owned hv :ao« \fcpmion»- hired Sarah J. Worsham 
as a senior vice president. 

Richard Massey - a partner in the Rssc_ Law Firp : represented Madison Guaranty oiong with 
HilliiJGl Rodham Clinton before state regulators. 


Mastrr Marketing - the Little Rock acvertising firm owned by Sus an McDpuqa ] which 
charged its company description to a real estate venture following the purchase of 
Whitewater: was issued a $200,000 SBA/ Capital Management loan. 

James McDougal • owner of Madison Guaranty: pan owner of the B ^jt nf along 

with then Clinton lidos Jim Guv Tucker and Steve Smith; president of Madison Financial 
Cc~c mribn : the Clinton s' partner in Whitewa te r Development Cor? / met Clinton while 
working as an aide to Senator J.W Fuibrient of Arkansas; served for a year as then Governor 
Clinton's top economic adviser: spent $90,000 in personal funds on an unsuccessful bid fo: 
Cor.gr css in 1982 against Rep. John Paui Hsunmerschmicit (one of McQcugaTs biggest 
contributors was J Williaip indicted in 1989 on fraud charges in coonccrion with 

Madron and later acquirted: allegedly approved fraudulent loans of S250.000 and diverted 
money to the campaign of several powerful Arkansas politicians including Clinton and Jim 
Guv Fu cker, specifically is said to have divcncd money from Madison Guaranty to help repay 
debts left over from Clinton's 1984 re-election campaign (the campaign's only debt was to 
Clint on who had contributed $50,000 to help finance his own candidacy); claims to have 
delivered S35.000 in campaign checks (some of which are suspected to have been improperly 
diverted from Madison) to Bc tsev W right after a fund-raiser in the spring of 1985; has 
acknowledged that SI 10,000 of the SFCO.OOO SEA, Capital Management loan to Susan 
McDoug al was invested in Whitewn ter: claims Beverly fahaffi 3 ’' was his "choice ’ for 

Arkansas state regulator; maintains that then Gove rnor .Clin ton lobbied him to hire fciilary 
Rodham Clinton to represent Madison because Clinton said "hi* family was in need of 
financial help"; claims he recalls the Clintons investing about $9,000 in Whitewat er, has beer, 
subpoenaed to appear before a Federal grand jury in Little Rock; suffers from manic 
depression. 

Susan McDougal - ex-wife of James McDoUggl. parser in Whitewater ^Development Crr?_. . 
defaulted on a S200.0 00 Small Business Administration loan made by Capital Servic es 
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ggSSSBSiSU - ±uL *c ^nic Rccx ocvcrtisizg Jinn. Master Marketing (mere the*- a tr.ira ;f 

tnc money was usee to buy land fer ^>utc*aier Development Com from the International 
Paper Co.); her name is on one of *nc S3.000 cashier’s checks which the RTC runted over :o 
the Justice Department; recipient uenz with ucr brothers. James and William tferuev 0 f 
cuostanuai commissions for urnd irom Minisc^ Q^flrantv (including payments of mere 
than 2712,000 duneg a three- yrnr perked while ::cr husband was president of die SAL;; 
claims jo have turned records concerning Wfctcw.r cr Dcvgionment C om, over to 'he Clinton s 
;n I9S7 ar H: 1: ap-_ Rc^hpnt request recently charged in California with emb ezzl ing 
nearly 5290.000 from conductor Zubin Mehta and his wife, N f ancy. 

Midlife Investors - a $45,009 partne-m? with Hillary Rftfonrr C^gjpA, Webs t er Hubbcii. 
and Vince. Foster naming cuch othe: ^not their spouses) as beneflcrar.es; was finalized into a 
blind trust by Vince Foste r three iavs after he committed suicide. 

iMitchell, Wflliams. SeUg, Jackson, tod Tucker - law firm that at one time represented 
Madison. Guaranty while one of its partners, Jim Guv Tucker, was securing a 5 1 million loan 
from Mad ison Ouannrr . also represented Cag;^ ] M anage m e n t Inc.: employed Bcverlv 
Schaffer as the attorney for Madison . 

Bernard Nujsbaum - 'White House Counsel; former coileague of Hj |Inrv Rqrihfirr; Qi rrar- 
while working cr. Lhe House Judiciary Committee to impeach President Nixen; reportediy was 
the first to search Vince Fo s ters office after his suicide; refused to permit Park Poliec 
investigators to examine several documents, 'citing executive and attorney -client privileges’; 
turned ever i stack of papers including F oster's diary and part of the missing White' water file 
:o Hamilton : supported William Kennedy 's dismissal of David Hale's allegations. 

Leslie Patten - head of the Denver-based accounting Finn of Patton. McCarthy, and 
Associates which issued die Lvcr't report; Icog-time friend of Jj p i Lyons : formed a bank 
holding company with Lvoifs and others (opened two banks, one of which -was liquidated by 
Colorado state regulators). 

Charles Peacock - father of Ken Peac ock: i major Madis qp borrower and a member of the 
thnfr’s board of directors who claimed he was also baffled by the check (that was used to 
help retire Clinton's 1984 gubernatorial campaign debt) which bore the name of his son. Ker. 
Zo&cc ij. 

Kea Peacock - an Arkansas businessman whose name is on a S3, 900 cashier’s check used *r» 
help retire Gintcn’s 1984 gubernatorial campaign debt (the RTC rumed the check ever :o the 
Jusnce Department); says he never maae such a donation (at the time, he was a 7.4-year-olc 
college student). 

Janet Reno - Attorney Gencrai; removed Michael Shaheen from the directorship of Jusnce’ s 
Office of Public Responsibility; asked by Presid en t Clin toq to name a special counsei to 
investigate Whitewater on January 12. 1 994 (.Tiiis new investigation wiil not halt the Little 
Rock special grand jury probe of Madluo n); named Robert Fiskc to be the Whi;ewn:gr special 
counsel or. January 20, 1994. 
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Rose Law Firm - prominent Little Rock law firm which at one time employed Hiilarv 
3t25ll3SL^Iiaiail, Vincc roster. Webber Hue bell. William Kennedy, and Richard 
fought to keep Madison in business m 1985. when the Arkansas Securities Commission was 
threatening to close ic down; later suea Madison- accounting Snn, Frost and Co., on behalf 
of :he FDIC, origin of a coil (from an irjcnowr. caiier) which -was p Laced to Vince Fncr#> the 
rr, erring of the day he committed «uc:br. 


Archie Schaffer - husband to Bcvcriv Bassett Schafr~r r nephew of Senator Dale Bumpers; 
"■as large campaign contributor to ■ Hinton's guccmaroriai re-eiection campaign; currently an 
executive at Tyson foods (owned by Don Tyson who also is described as a serious Cictcn 
financial backer). 


Beverly Bassett Schaffer - the Clinton - appointed stale regulator in charge of savings ind 
leans :a ±e early 1980s; approved Mfdisnn QtffiTTfifv’c norvei plan (which was never 
imp.cmented) to sell preferred stock (after McDougai had helped Clinton cover his debt); 
previously served as Madi son’s lawyer while woridng at the law firm of Mitchell. Williams. 
Se:: 2 . Jackscm. and Tucker (wrote a memo describing Madi son's failure Co comply with land 
law in the Campcbolto project as "willful"); currently employed at Wright. Lindsev. apfl 


Security Bank of Paragould - owned by Marlin Jackson: was supposedly placed in a blind 
trust by Jnckson when he was appointed state banking commissioner, lent Biil Clinton money 
wnich he then used to pay off more than $20,000 of a Whitewater loan. 


Michael Shah ten - director of Justice’? OlHce of Professional Responsibility for the past 13 
years: involved in the investigation of Vince Foster’s suicide note: removed from OPR by 
Attorney Gen eral Rg^ o: reportedly wiii be offered a suitable position elsewhere by Re.~c : 
(CPR has been temporarily placed under die supervision of former Clinton campaign 
volunteer, Michael Br omw 


Maurice Smith - a senior aide to then Governor Clinton who owned and operated the Ban k 
of C herry Valiev, appointed Director of .Arkansas State Highways and Transportation by 

Clin ton. 

The Stephens Family - controls the Wcnhen 3 u nking. Corooran on and Stephens Brokerage 
inc.: mvoWed in the BCC1 and BNL cases. 


Patsy* Tbomasjon * "White House aide: veteran of Arkansas Democratic Party politics: was 
once an executive vice president at Lasatrtr and Co. (Dan R. Lasaier was the head of Lasater 
and Co. and a major (Tlimon contributor. Lasater and Co. earned some SI. 6 million in 
commissions for handling Arkansas state bond issues at the same tune Dan Lasater was under 
irrvcrmgnticn for cocaine distribution. Lasater 'was sentenced to 30 months in 1986. Lasaier 
and Co. also hired 3 ill Clinton’s half-brother, Roger); former Clinton »appointed chairman of 
the /Arkansas Highway Commission: involved in die search of Vincc Foster’s office following 
his suicide. 

Jim Guy Tucker - current Governor of .Arkansas: received more than SI million u: leans 
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MadiSfi fl at the same time his aw firm. Mitchell. Williams. Seiig. Jacksor r T_c .<cr. 
represented Madi son; investor with ;rrh W'q— in Castle Grande, later negotiated a 50*9 
rccucrion of his debt: secured leans from Carl^ai Management S ervices Inc : former C hmon 
owned «ac a^pf.^apsicn .’.ion? with fame s Mc Dougai and then Chito n aide Stc-.e 
S:r.::h. 

' hiiue Partners - Hilla r y Rodham .Clinton’ 3 investment group; had .nbout SI. 2 million 
invested in !0 health care stocks, cr .ibeur : 3 °/? cf its total portfolio in December 1992; 'scic 
inert' on several health core stocks After Hdlarv Rodharfl Clinton liad become actively 
involved in Cli nton's health care tasK force: was frnaiized into a blind trust by Vince rrsizz 
three days after he committed suicide. 


Chris Wade - an .Arkansas reai estate agent: .managed Whitewater throughout the 1 98Cs oz 
behaif of the Clintons and McDpu?^ ; claims 'he Whitewater venture w« not 1 "money 
iootir ’ ; claims that he suggested to Hlilarv Clinton that she seek power of attorney over 
Whitewater and thai she purchase a model heme on one of the Whitewater lots to try to spur 
aaies: claims that he also suggested to Hillary Clinton that she buy back that same property 
from :hc owner who was failing to make payments on the property (Hillary Clinton followed 
Wade's advice in September 1988 and re-purchased the property for $8,000 and then soid it 
two months later for S28,000.); a partner with McDoug al in Campobello. 

Seth Ward - Webster Hubbcll's father- in-law-. was an officer at Madis o n Financial 
Ca rrcraticn (a subsidiary of Madisor, G u arani) at die time Hubbell represented the RTC 
against Madison: invested m the Castle Gran d e Protect and defaulted on $587,000 in loans 
from Madison; purchased the Piper Sent inoie urpianc from James McDougal . 

Whitewater Development Corporation - a land development company which evolved from 
a reai estate partnership fopned in 19 T 8 by die C u nions and McDougals : (The partnership 
purchased a 230 -acre property located along the White River in the Arkansas Ozarks for 
SZC3.0CQ by borrowing $20,000 from Little Rock's Union Bank for the downpayment. In 
197?. the property was substantially revalued upwards and transferred to the r.ewiy fonnec 
White water Development Corporation . Four years later, the initial $20,000 loan was 
refinanced at the 3 qpk of Chcrnr Valiev .'): sold 24 'Whitewater lots in 1985 in exchange fer 
$35,000 and a twin-engine Piper Seminole airplane valued at about $30,000 (which was no; 
reported cn the Clintons 1 tax returns); purchased 310 acres from the International Paper Co. 
for $550,000 with a $110,000 down payment (pair of Susan McDougaTg 5BA loan) in 1986. 
was structured to enable the Clintons to receive half of the profits with little or no investment: 
the Clintons sold their half-share to Jim McDougal for SI, 000 in December 1992: the 
Cli ntons* claim they tost $68,900 on the deal although it is unclear how much the CI L-.tcns 
invested ia Whitewater . (According to the IRS. the Clintons could have legally claimed 
$3,000 annual deductions until the whole loss was written off.) 

Man»aret Williams • Hlilarv R o ffinm Clinton s chief of staff; former communications 
director at the Children's Defense Fund: former press deputy at the Democratic N 7 aticnai 
Committee: involved in the search of Vi ngc, Foster ’s office following his suicide. 
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Saraij J. Wonhain or Sarah J. Haw kini or Sarah Worsham Hawldaj . one-time banx 
examiner for rhe rede ml Home Lean Bank Board (FHLBB); wrote in a 1984 FKL3S report 
that Ma dison luid engaged in "unsound lending practices” and had improperly booked, or 
recorded, proms that could "adversely affect net worth. ', within months of the FKL3B report, 
was hired by Madison as « senior rice president it S65.000 and worked on a refinancing end 
preferred stock pian to keep Madiso n in business; was a member of Madison's board of 
directors and a member of Madison's management committee which oversaw loans; according 
*0 i foiicw.up 1986 FHLBB investigation, was one of several Madison officers who obtained 
unsecured loans (Worsham/Hawkins •jbtnincu a S5.000 unsecured loan) and signed a FHL33 
^.•ase-ond-desist order for Madiso n. 

Worthca Bank Corporation - held a lien on James McDougaTs interest in Mad ison 
Gu aranty; provided Clinton's presidential campaign with a S3. 5 million line of credit days 
oefore Super Tuesday; ccntrcilcd by die Stephens Fmnjlv which has been linked to die 3CC.'I 
v.d 3 NX cases. 


Betsey Wright - a longtime Clinton aide and his campaign manager in 1984; claims she 
recalls filing post-eieoion contribution reports Aat included individual contributors for Ac 
1985 spring fund-raiser (involving the four questionable checks) as required by state law but 
is unable :o iocatc them; currently the executive vice president of the WexJer Group, a 
Washington public affairs which ij a unit of Hill and Knowiton Inc. 

W* right. Lindsey, and Jennings - a Lirde Rock law firm that has employed at one time or 
.mother 3 ill pinion . Beverly Bas s ett Schaffe r, and BruccJLindsgy . 



m 
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i Memorandum to Republican Members of Concrcs* regarding Whitewater. RfiiLCaiL dre SflP . f r 3 fl£ a £ a 
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RESOLUTION TRUST CORPORATION 
Resolving The Crfcb 
Restoring The Confidence 


March 18, 1994 


Mr. Roger C. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Roger: 

Your letter to Jack Ryan on March 16, 1994 requested that he 

pe prepared to respond to questions regarding the RTC and Madison 

Guaranty. I am enclosing the only "Q & A" for you with respect to 
Madison which is being prepared here. I am sure it reflects your 
understanding that questions concerning advice given anyone at the 
RTC concerning Madison by me or my staff, or discussions held 
between RTC officers or employees and members of the legal staff, 
are subject to the attorney-client privilege. As a result of your 
recusal, and your March 16 letter, we have prepared the enclosed 
response for you which states that Jack will respond to questions 
regarding any waiver of privilege with respect to Madison. 

Sincerely, 

Ellen B. Kulka 
General Counsel 


Enclosure 

cc: J. Ryan 

A. Kus inski 


801 17th Street. N.W. Washington. D.C. 20434 


nib s 



Question: 


Please describe to the Committee what if any legal advice you have received 
either from the RTC's General Counsel or other attorneys within the RTC on 
Madison Guaranty. 


Answer; 

As you know, I have recused myself from all matters related to Madison 
Guaranty. I have been advised that because of my recusal I am not the 
appropriate person to make a determination on behalf of the RTC as to 
whether the agency should waive its privileges associated with this issue. 
Instead, I have been informed that John Ryan, the Deputy Chief Executive 
Officer, is the appropriate party to make that determination. 


i i<tu 
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Contact: Jeff Biggs 

Missi Tssslsr 

Laura Nichols 
Tony Blankley 


***** W, 1971 
(202) 228-8004 
(202) 225—0600 
(202) 225-5604 
(202) 225-2800 


HOUSE HEARZNC8 OH "WHITHWATEl" 


The bipartisan House leadership has reached agreement on 
holding sevaral days of publie hearings -on three aspects of the 
so?caiaad~Whltaifa£er-4jweat±g*tion now being Conduct ed by Special 
Counsel Robert B. Fisks, Jr. This agreeaent is consistent with 
the provisions of h. Res. 394, adopted by the House on March 22# 
1994 r which states that any hearings conducted by House 
committees should be structured and sequenced so that they will 
rt not interfere with the on-going investigation of Special Counsel 
Robert B. Flake, Jr." and is baaed on Mr. Flake's statement to 
the bipartisan leadership that his review of these three areas is 
very close to conclusion and that congressional inquiry into 
tnaaa three areaa, once he haa completed investigation into then, 
will not imped* his overall investigation. Hr. Fisks haa 
specifically asked the bipartisan leadership to refrain from 
Congroseional inquiry into the other aspects of his investigation 
for now. 

The three subjects of the public hearings will be: the 

White House contacts with Trees ury/RTC officials about 
"Whitewater" -related natters; whether the deeth of assistant 
white House counsel Vincent Foster was a homicide or a suicide; 
and the Whits Bonne's handling of the contents of Foster's offios 
during the investigation into Foster's death. 

The bipartisan leadership has agreed that hearings on these 
three areas will be held by the Committee on Banking, Finance and 
Urban Affairs and that all Msmbsrs of that Committee will have 
timely, equal aceeae to neoeseary documents and may be assisted 
by staff of other committees of the House. The hearings will 
begin within thirty days of notification by nr. risks that he has 
completed hie investigation into those three areas. 


page JSti i 
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STATEMENT ON WASHINGTON. D.C. INVESTIGATIONS 

The Washington, D.C. Office of the Independent Counsel 
has completed two separate investigations: 

(1) An investigation to determine whether the cause of 
the death of Vincent W. Foster, Jr. was a suicide or a homicide, 
and if it was a suicide, whether any matter related to the 
Clintons' involvement in the Whitewater Development Company 
("Whitewater"), Madison Guaranty Savings and Loan ("Madison 
Guaranty") or Capital Management Services ("CMS") played any role 
in his death; and 

(2) An investigation to determine whether a criminal 
prosecution should be brought against anyone for obstruction of 
justice or a violation of any other federal statute for conduct 
arising out of a series of meetings and other contacts between 
White House and Treasury . Department officials from September 1993 
through March 1994. 

A third investigation, to determine whether a criminal 
prosecution should be brought against anyone for obstruction of 
justice or a violation of any other federal statute for conduct 
involving the handling of Mr. Foster's documents in the White House 
immediately following his death, is in its final stages and should 
be completed shortly. 

We announce today the results of the two completed 
investigations. We are satisfied that all of the issues involved 
in these investigations have been fully and thoroughly 
investigated. In total, attorneys from this Office and agents of 
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the Federal Bureau of Investigation ("FBI") questioned 188 persons 
and reviewed and analyzed thousands of documents . Other 
investigative steps were also undertaken. 

I am extremely grateful for the commitment and effort of 
the lawyers on my staff in Washington; Roderick C. Lankier, Mark J. 
Stein and Carl J. Stich, Jr., and the FBI agents who have worked 
with us, which has enabled us to conduct and complete these two 
investigations in a period of less than four months. 


The Foster Death Investigation 

At this time, we are issuing a complete report on the 
death of Vincent Foster, this report concludes that on July 20, 
1993, Mr. Foster committed suicide in Fort Marcy Park, Fairfax 
County, Virginia. The report lists a number of factors that may 
have contributed to his suicide, and finds no evidence that matters 
relating to Whitewater, Madison Guaranty or CMS played any role in 
his death. The investigation into Mr. Foster's death was not a 
grand jury investigation. It consisted of interviews by attorneys 
and FBI agents working with this Office, and of extensive forensic 
and pathological laboratory analyses. Accordingly, there are no 
grand jury secrecy restrictions on the public issuance of a full 
report, and we are making public such a report at this time.* We 


Rule 6 (e) of the Federal Rules of Criminal Procedure 
provides, in relevant part, "(2) A grand juror, an interpreter, a 
stenographer, an operator of a recording device, a typist who 
transcribes recorded testimony, an attorney for the government, or 
any person to whom disclosure is made (pursuant to a specified 
exception] shall not disclose matters occurring before the grand 
jury, except as otherwise provided for in these rules. ... A 


2 
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will submit a copy of this report to the division of the Court of 
Appeals for the District of Columbia referred to in Title 28, 
United States Code, Section 49, as part of the report required by 
Title 28, Code of Federal Regulations, Section 600.2(b)(1). 

White House /Treasury Contacts Investigation 

On February 24, 1994 Deputy Treasury Secretary Roger 
Altman disclosed in testimony before the Senate Banking Committee 
that he and Treasury General Counsel Jean Hanson had met with 
members of the White House staff on the subject of the Resolution 
Trust Corporation's ("RTC's") investigation of Madison Guaranty 
Savings & Loan ("Madison Guaranty") . In the days and weeks that 
followed that testimony, disclosures were made about additional 
meetings and contacts that occurred from September 1993 through 
February 1994 between Treasury representatives and White House 
staff on the subject of Madison Guaranty. Following these 
disclosures. Members of Congress, the press and other individuals 
raised questions about what occurred at these meetings and. whether 
there was any attempt by members of the Administration to 
improperly influence the RTC investigation. 

As a result of these disclosures and the issues that 
arose from them, this Office conducted a grand jury investigation 
to determine whether any Government official did anything during or 
following these contacts that amounted to obstruction of justice 


knowing violation of Rule 6 may be punished as a contempt of 
court . " 
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under the federal criminal laws. 

The purpose of this investigation was to determine 

whether the evidence established that any of those contacts, viewed 

individually or collectively, amounted to a violation of law by 

anyone involved. A total of more than twenty different contacts, 

either face-to-face meetings or telephone conversations, were 

investigated. The investigation focused on whether in the course 

of any of these contacts, any individual obstructed justice, 

attempted to obstruct justice, or conspired with others to obstruct 

justice, as defined in Title 18, United States Code, Section 1505. 

That section provides, in pertinent part: 

Whoever corruptly . . . influences, obstructs, or 

impedes or endeavors to influence, obstruct, or 
impede the due and proper administration of the law 
under which any pending proceeding is being had 
before any department or agency of the United 
States . . . [s]hall be fined not more than $5,000 

or imprisoned not more than five years, or both. 


After a review of all the evidence, we have concluded 
that the evidence is insufficient to establish that anyone within 
the White House or the Department of the Treasury acted with the 
intent to corruptly influence an RTC investigation. Therefore, the 
evidence of the events surrounding the contacts between the White 
House and the Treasury Department does not justify the prosecution 
of anyone for a violation of Section 1505. We have also concluded 
that the evidence does not justify a criminal prosecution for 
violation of any other federal statute. 

Because this investigation was conducted almost entirely 
through the use of a federal grand jury sitting in the District of 
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Columbia, we are precluded by Rule 6(e) of the Federal Rules of 
Criminal Procedure from publicly disclosing anything more than the 
results of the investigation. We will submit a full report of this 
investigation to the Division of the Court of Appeals for the 
District of Columbia referred to in Title 28, United States Code, 
Section 49, pursuant to Title 28, Code of Federal Regulations, 
Section 600.2(b) (1) . 

In reaching this conclusion, this Office is not 
determining anything other than that the evidence does not justify 
a criminal prosecution. We express no opinion on the propriety of 
these meetings or whether anything that occurred at these meetings 
constitutes a breach of ethical rules or standards. Prior to the 
issuance of our grand jury subpoenas. Secretary of the Treasury 
Lloyd M. Bent sen, Jr. had asked the Office of Government Ethics 
("OGE") to conduct an investigation into these meetings. That 
investigation was suspended, at our request, when we began our 
investigation. We have advised Secretary Bentsen that we have 
completed our investigation, and we understand that the OGE 
investigation will now go forward. 

June 30, 1994 
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DEPARTMENT OF THE TREASURY 
WASHINGTON. D.C. 


SECRETARY of THE TREASURY 

June 30, 1994 


Mr. John E. Ryan 

Deputy and Acting Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 


Dear Mr. Ryan: 

Today, Independent counsel Robert Fiske announced that he has 
completed his investigation as it relates to contacts between 
White House and Treasury officials concerning the Resolution 
Trust Corporation's work with respect to Madison Guaranty Savings 
and Loan Association. As you may be aware, when the matters 
relating to such contacts came up, I asked the Office of 
Government Ethics to advise me of any ethics or conflicts issues 
raised by such contacts, and offered the assistance of Treasury 
staff in that endeavor. Treasury's Office of Inspector General 
has indicated to OGE that it would assist OGE by conducting fact* 
finding regarding the contacts. However, at Independent Counsel 
Fiske 's request, Treasury's Inspector General and OGE 
independently agreed to defer their work in response to my 
request until Mr. Fiske notified them that their work would not 
interfere with Mr. Fiske' s investigation. 


Today, I asked both Treasury's Inspector General and OGE to 
proceed with their work, and I urged them to complete that work 
before the Congressional hearings into the contacts. I 
understand that Treasury's Inspector General has viewed the 
assistance of RTC's Inspector General as important in this effort 
because of the need to interview one or more officials at RTC and 
that Treasury's and RTC's IGs have discussed this need. I would 
very much appreciate it if you would ask RTC's Inspector General 
to work with Treasury's Inspector General in providing a timely 
and thorough review of the facts relating to the Treasury/White 
House contacts. 

Thank you for your assistance in this important effort. 


Sincerely, 





imi 
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RESOLUTION TRUST CORPORATION 

Resolving The Crisis 
Restoring The Confidence 


January 14, 1994 


MEMORANDUM 


To: 


From: 


Re: 


Vice Presidents 
Assistant Vice Presidents 

Jack Ryan 

Deputy CEO :JMr ^ 

Madison Guaranty Savings and Loan Association 


The RTC has received numerous requests for information on Madison Guaranty Savings and 
Loan Association and related matters. Interim CEO Roger Altman is committed to responding 
to these requests as promptly and thoroughly as possible. 

In order to assure that the RTC's response to requests on these matters is thorough, accurate, 
and timely, I have established a working group to coordinate the collection and distribution of 
all information and material responsive to the requests. The working group is comprised of 
James Dudine, William Collishaw, and Peter Knight. 

I am sure that I can count on the full cooperation of you and your staff with the working 
group. Please see that this memorandum is distributed to the appropriate staff. 


//f7^ 
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To: Ellen Kulka 

From: Peter E. Knight 

Re : Outstanding items 

Date: 2/22/ 94 


The following are Madison- related items that should be 
addressed prior to Thursday's Senate Banking Committee hearing: 

--The response to the 41 Republican Senators who want to know 
what the RTC is doing with respect to civil litigation. 

--The following requests of Senator D' Amato: 

--To provide the RTC's policy on outside counsel 
conflicts of interest; 

--To provide a chronology of the RTC's involvement with 
Madison Guaranty; 

--To provide recusal "letters and ethics agreements 
entered into" by A1 Casey and Roger Altman; 

--"A copy of any review that the RTC prepared, or had 
prepared, pertaining to potential conflicts -of -interest 
that may have existed in connection with the Rose Law 
Firm and Madison Guaranty" ; and 

--All documents pertaining to Madison, and an explanation 
of why the RTC refuses to provide any of them (letter of 
2/18/94) . 

- - A • request from Senator Bond for a listing of 
conservatorships and receiverships which the Rose law firm 
represented on behalf of the RTC and a listing of defendants 
in these lawsuits. The Senator also requested a listing of 
cases in which the Rose law firm represented defendants in 
matters brought by the RTC. 
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United States 


Office of Government Ethics 


1201 New York Avenue, NW , Suite 500 
Washington. DC 20005-5917 


March 22, 1994 


The Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
House of Representatives 
2129 Rayburn House Office Building 
Washington, DC 20515-6050 

Dear Congressman Leach: 

I want to let you know what the Office of Government Ethics 
(OGE) is doing in response to your letter dated March 1, 1994. 

Your letter asks for OGE's review and advice as to whether 
a meeting between three White House officials and Roger Altman, 
Interim Chief Executive Officer of the Resolution Trust Corporation 
(RTC) and Deputy Secretary of the Treasury, "violated any guide- 
lines of government ethics, regulations, or law." Various sections 
of title 3 C.F.R. and title 12 C.F.R. are cited in your letter as 
possibly being applicable to this matter. 

After receiving your letter, my staff contacted Independent 
Counsel Robert Fiske to request a meeting. OGE has also received 
a letter from Lloyd Bentsen, Secretary of the Treasury, asking for 
our views regarding certain actions that may have been taken by 
members of his staff. Because media reports had indicated that 
Mr. Fiske 's office had issued subpoenas to certain Treasury and 
White House officials, we felt it was necessary to meet with 
Mr. Fiske and/or his representatives before proceeding in any 
fashion with respect to either your letter or Secretary Bentsen 's 
letter. A copy of OGE's letter to Mr. Fiske was sent to you. 

Early last week, OGE staff met with the staff from the Office 
of the Independent Counsel. At the meeting, my staff outlined 
OGE's role in the executive branch and discussed the steps that OGE 
might take in response to your letter and the letter from Secretary 
Bentsen. OGE agreed not to pursue any activities at this time 
that might jeopardize any investigation now being conducted by 
Mr. Fiske. OGE asked the Office of the Independent Counsel to 
notify us when an administrative investigation of employee conduct 
could proceed. We have since received a letter from that office 
confirming our conversation. Holding any administrative investiga- 
tion in abeyance until a criminal investigation is at a stage where 
it will not be compromised follows the long-standing guidance of 
the Department of Justice (DOJ) . Copies of that DOJ guidance are 
enclosed for your information. 
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The Honorable James A. Leach 
Page 2 

In the meantime, my staff has arranged to meet with the 
Inspector General (IG) Offices at both the Department of the 
Treasury and the RTC . OGE is not an investigatory agency. We 
believe that we can effectively work with the investigators in 
those offices so that any information we believe relevant to issues 
of the application of the standards of ethical conduct can be 
developed and included in a report from those offices.' 

We understand that the IG at the Department of the Treasury 
has received a request from at least one member of Congress to 
investigate the matter which is the subject of your letter to OGE, 
and that the IG, like OGE, is acceding to a request from the 
Independent Counsel not to proceed on the matter at this time. 
Accordingly, our discussions with the IG offices will focus on what 
actions we each might take in the future, once the Independent 
Counsel has notified us that we may proceed. We will then provide 
you with our views as to any ethics or conflicts issues that may be 
raised by the investigative reports. 

Sincerely, 

4ZL2£^ 

^^Stephen D. Potts 
Director 

Enclosures 

cc: Lloyd Cutler 

Counsel to the President 

Jean Hanson 

General Counsel 

Department of the Treasury 

Art Kus inski 

Director of Office of Ethics 

Resolution Trust Corporation 


It is important to note in this regard that some of the 
regulations cited in your letter were superseded on February . 3, 
1993, by OGE ' s executive branch-wide "Standards of Ethical Conduct" 
in 5 C.F.R. part 2635. Therefore, it will be the Standards of 
Ethical Conduct in 5 C.F.R. part 2635 upon which OGE will focus. 
The cited provision in 3 C.F.R. regarding "General conduct 
prejudicial to the Government" was not superseded by 5 C.F.R. part 
2635 because it is derived from employee conduct regulations issued 
by the Office of Personnel Management in 5 C.F.R. part 735. 
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Office of Thrift Supervision 
Department of the T reasury 

i 700 G S(M«. N. W.. Washington, D.C 20552 • ( 202) 906-6288 


Congressional Affairs 


FAX TRANSMITTAL SHEET 


From: John L. von Seooern 

Office; Congressional Affairs 

Date: 

Phone: 


Fax Number (202) 906-7477 



To: l>£ M/CrHT 

mi tm 



Fax Number ie~ ‘'f ^ Phone: 

Total Pages (Including this cover page) - — 


If you have any problems receiving this transmission, please 
call the Office of Congressional Affairs at (202-906-6288) 


Comments: 
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Office of Thrift Supervision 
Department of the Treasury 

i TOC C Street. N'.W.. Washington. D C 20552 « f2C2) 9CG-6590 


March 17, 1994 


o 


The Honorable Donald W. Riegle, Jr. 

Chairman 

Committee on Banking, Housing 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Mr. Chairman: 

I am writing you to respond to inaccuracies that appeared in 
a March 16, 1994 New York Times article regarding enforcement 

decisions it is asserted I made related to Madison Guaranty savings 
and Loan. Although OTS does not ordinarily make an effort to point 
out inaccuracies in press articles, because this article has 
generated significant media and Congressional interest, I believe 
the effort here is worthwhile. My response must be limited, 
however, because it is OTS policy (similar to that of other 
agencies with enforcement powers) to refrain from discussing 
whether or not an enforcement action is underway or was ever 
contemplated or rejected. 

The article contains a report that OTS (specifically, myself 
and the Acting chief Counsel) turned down a request from a senior 
lawyer in the Midwest region to open a formal investigation into 
Madison Guaranty Savings and Loan. The article goes on to imply 
that this decision was made in consultation with senior political 
appointees at the Treasury Department, because the chief Counsel 
and I "rarely make major decisions without high-level 
consultations . N 

First, contrary to the statement in the article, in my fifteen 
months as Acting Director, I have never been a party to any 
decisions either to initiate or not to initiate any investigations 
involving thrift institutions. My involvement in enforcement 
actions occurs only at the end of the process, after an 
investigation is completed, and a notice of charges or a consent 
agreement is presented to me for decision. 

Second, formal investigations are proposed by regional exam 
staff in consultation with regional enforcement attorneys, 
considered by the enforcement review committee and regional 
director of the region in which the thrift is located, and, if 
approved, forwarded to the Chief Counsel for concurrence in 
consultation with the Deputy Director for Regional Operations. 
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Page 2 


Third, neither I nor OTS staff consult with Treasury 
Department officials on enforcement actions. The Financial 
Institutions Reform, Recovery, and Enforcement Act of 1989 (FIRREA) 
specifically prohibited such consultations, and we have adhered 
scrupulously to this requirement. 

The OTS is a bureau of Treasury. I report to Frank Newman, 
Under Secretary of the Treasury. The only conversation I have ever 
had with Treasury regarding OTS enforcement activities relating to 
Madison occurred on March 16, 1994 when Mr. Newman mentioned the 
New York Times article and asked whether I had ever consulted with 
anyone at Treasury regarding any investigations or enforcement 
actions. I assured him that I had not had any conversations with 
Treasury officials on enforcement-related activities regarding 
Madison and that I was unaware of any conversation or memoranda 
between OTS staff and Treasury on this subject. 

The staff of OTS has worked diligently since the passage of 
FIRREA to restore the credibility of the thrift regulatory function 
and to clean up the thrift industry. Your committee has been 
supportive of our efforts. While it is always possible tc second 
guess our decisions, I believe we have done a credible oo of 
carrying out our mission. Our decisions have been based solely -n 
the facts as we know them, applicable law, and the agency's 
supervisory objectives. 

Sincerely, 

Y- 'Xuc.Liz- 

Jonathan L. Fiechter 

Acting Director 


Identical letters sent to: 

The Honorable Henry B. Gonzalez 
The Honorable Alfonsa m. D' Amato 
The Honorable James A. Leach 
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Mr. John Jtyan 

Deputy Chief fxaeutivo Off ioer 
Rd solution Trust Corporation 
19th and Pennsylvania Avamia, M.«. 
Washington, o.c. aoaao 

Dear Mr. hyant 




3SBDV 

mnw 



omu of aovonmaraL ruatiom 

RTC 


to the sooting* aaong *rc, Troooury and Kbit* Bouso 
offioiolo oanoerning or lain. 1 ceforral* related to Madioon 
Ooonnty, ■ nusbor of offioiolo within tho Adalniotratlon bovo 
publioly ototod that Congreeaionsl Rapublioano and Denoarato, in 
th* Mouae and tho Senate, received tbo aaao briefing aa that which 
wao provided tbo White Bouse by mo offioiolo. Theee aoaaanto aro 
inter eating in that noltbor X, ao malting Roabar of tbo Banking 
Coaaittoo, nor ay staff over were offered euoh a briefing (a) . 

Plaaoe provide a reopen ee aa to tho P s en mr at and Republican Roabora 
o* tbol Mouse and tbo senate, including any staff, who rooaivod tbo 
briefing abet aro and Treeeasy offioialo provided the white 
■ouoo on oriainal referrals and other aattara related to Madioon 
jhiaranty. In addition, please In o l ada tbo da tea aa vbiob ouch 
briefings von bold, a list of tbs adaiaistratioa officials who 
mndsotad tbo s oo tlw go, and tbs snbstsntlvs ooatsnt of tbo 
brloflago. 

blsoss provide a roop o n aa by March 21, iota, thank you for your 
pr aag t attention to ibis setter. 
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The Wall Street Journal 

Treasury Had Rules to Cover Handling 
Politically Sensitive Cases, Memos Show 


By Kenneth H. Bacon 
And Albert R. Karr 

Staff Reporters of Tnr Strkkt Journal 

WASHINGTON - The Treasury offi- 
cials facing questions about the propriety 
of their White House meetings about the 
Whitewater affair had earlier established 
clear rules for monitoring, but not influ- 
encing. politically sensitive cases. 

Last May. when the -Resolution Trust 
Corp. was considering a suit against a 
Louisiana congressman who had defaulted 
on loans from failed thrifts, the Treasury 
said it wanted to be notified before any suit 
was filed, but officials emphasized they 
hadn t any intention of interfering in the 
case. 

The policy is outlined in a series of 
memos written last May concerning a 
possible RTC suit against Rep. William 
Jefferson (D.. La.). Treasury officials had 
met in April with Mr. Jefferson to discuss a 
problem his former law firm was having 
with the RTC. but they didn't discuss any 
pending action against the congressman. 

• We have asked that we be advised 
prior to initiation of litigation against 
Members of Congress, so that we wouldn't 
be surprised in our dealings with the Hill." 
Jean Hanson, who was about to become the 
Treasury s general counsel, wrote in a 
memo to an RTC official. By the same 
token, we emphasized that no action 
should be taken to compromise the ability 
of the RTC to recover sums properly due 
it.” 

Altman's Meeting Cited 

Deputy Treasury Secretary Roger Alt- 
man has said that he was only trying to 
give White House officials a similar 
heads up” when he and Ms. Hanson went 
to the White House on Feb. 2. He said they 
discussed RTC procedures that could lead 
to suits stemming from the failure of 
Madison Guaranty Savings & Loan, an 
Arkansas thrift that has been linked 
to President and Mrs. Clinton's political 
and business dealings. Mr. Altman is the 
interim head of the RTC. 

The disclosure earlier this month that 
Treasury officials went to the White House 
;hree times to discuss possible legal action 
against Madison Guaranty provoked a 
firestorm of criticism. Mr. Altman. Ms. 


Hanson and several White House and 
Treasury officials have been subpoenaed 
to testify before a grand jury that is 
investigating the failure of Madison, as 
well as the Clintons' involvement in 
Whitewater Development Co., a failed 
land- development company in which Mr. 
and Mrs. Clinton had invested with the 
former head of Madison. 

The incident involving Rep. Jefferson 
also shows how tricky political cases can 
be. On May 17, 1993. Richard Aboussie. 
then the RTC’s acting general counsel, 
sent an electronic-mail message to RTC 
officials in Dallas and Washington. It said 
that Ms. Hanson had directed that "the 
RTC shall not file any litigation with 
respect to the Congressman without” per- 
mission from Mr. Altman. 

Objects to Interpretation 

Ms. Hanson objected to Mr. Aboussie's 
interpretation of her instructions. "The 
memorandum could be read to imply that 
Treasury has imposed a freeze on this 
litigation. This is emphatically not the 
case. ” she said in a memo to Mr. Aboussie. 
While the Treasury wants to be notified of 
cases against members of Congress, "in no 
event do we intend to block the commence- 
ment of litigation against Congressman 
Jefferson, or any other Member of Con- 
gress for that matter.” if litigation is 
appropriate. 

On May 24. Mr. Aboussie sent out a new 
memo calling his first message mislead- 
ing. and noting that "Mr. Altman does not 
reserve to himself the authority to deter- 
mine that litigation should proceed, or to 
require that his permission be obtained 
before going forward. He simply wants to 
be advised adequately in advance before 
litigation against a Member of Congress is 
filed.” As it turns out. an RTC official said 
the thrift-cleanup agency didn't file a 
lawsuit against Mr. Jefferson. 

Ronald Glancz. a former Federal De- 
posit Insurance Corp. lawyer currently 
with the firm of Venable. Baetjer. Howard 
& Civiletti. said that "there is nothing 
unusual about informing the head of an 
agency about legal action against a mem- 
ber of Congress.” What would be inappro- 
priate is trying to suppress lawsuits for 
political reasons, he added. 
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Key Democrat Suggests 
Hearings on Whitewater 

f<u u \\ \i i. rnnKT Journal Staff Reporter ■ 

WASHINGTON - Rep. Lee Hamilton 
of Indiana, an influential lawmaker on | 
ethical issues, became the first senior 1 
Democrat to suggest the need for Con- 
gressional hearings into the Whitewater 
affair. 

When a complicated issue such as 
the Whitewater matter is affecting the 
president's agenda, he must get the facts 
out quickly and completely,” said Mr. 
Hamilton, who heads the Foreign Affairs 
Committee and previously led the House 
inquiry into the Iran-Contra scandal. He 
noted the investigation by Special Coun- 
sel Robert Fiske "may not be made 
public for some time,” and that congres- 
sional hearings represent "one possibil- 
ity" for clearing the air. 

Mr. Hamilton’s statement, immedi- 
ately seized upon by Republicans who 
have demanded hearings, heightened 
pressure on President Clinton and the 
Democratic congressional leadership. 
They have resisted hearings so far, citing 
Mr. Fiske s warning against possible 
' interference with his investigation. 

Senate Majority Leader George 
Mitchell (D.. Maine) reiterated his oppo- 
sition to hearings, and aides to House 
leaders insisted that Mr. Hamilton's re- 
marks didn't represent a weakening in 
: he party's position. ' 



I ill 5 



4526 


The New York Times 
March 16, 1994 


TREASURY OFFICIAL 
URCED2D INQUIRY 

Regulator’s Request for Look 
at Failed S.& L. Is Said to 
Have Been Rejected 


By STEPHEN LABATON 

Special to The Hem > »r» i.nwi 

WASHINGTON. March 15 - Clinton 
Administration officials last year re- 
jected a recommendation by a senior 
regulator to open a Treasury Depart- 
ment investigation into the failed sav- 
ings and loan association owned bv 
President Clinton's former partner in 
the Whitewater venture. Government 
and Congressional officials said today. 

The request to open a broad investi- 
gation of the savings institution was 
made by Brian McCormally. the top 
enforcement official for the Midwest- 
ern division of the Office of Thrift 
Supervision, which is part of the Treas- 
ury Department 

At the time another Federal agency.* 
the Resolution Trust Corporation, had 
already been investigating Ihe institu- 
tion. the Madison Guarantv Savings 
and Loan Association 
The two agencies have overlapping 
jurisdictions and often conduct sepa- 
rate investigations into failed savings 
associations. But the thrift supervision 
office has a larger staff and greater 
enforcement powers, and has handled 
many of the most significant investiga- 
tions of savings associations and their 
lawyers and accountants. 

New Questions Likely 
The decision to reject the request for 
an investigation by the thrift supervi- 
sion office is likely to raise new ques- 
tions in Congressional hearmes sched- 
uled for next week about whether offi- 
cials in Washington rricd to narrow 
potentially embarrassing inquiries into 
Madison. Before it failed. Madison had 
hcen owned by James H McDougal. 
the Clintons' business p.irincr m ihe 
Whitewater Development ( mnpunv. a 
JOO-acre real estate venture .ilung the 
White River in northern Arkansas. 

Government officials and Congres- 
sional aides said ihe request was 
lamed down last fall hv Mr McCor- 
mally’s supervisors in Washington. 
Carolyn Lieberman. acting counsel to 
the ihrirt supervision office, and Jona- 
than Fiechter. acting director of the 
office. They report to senior political 
appointees at the Treasury Depart- 
ment. and rarefy make major deci- 
sions without high-level consultations. 

William E. Fulwider. the spokesman 
for the Office of Thrift Supervision, 
declined to discuss the case or to say 
whether its officials had consulicd thb 
Treasury Department. 

Michelle Smith, a spokeswoman for 
ihe department, said: 'There was no 
involvement by Treasury. Treasury 
would only be involved on policy mat- 
ters. not specific cases 


White House Contacts 

In the last three weeks the White 
Mouse has found itself engulfed in con- 
i roversy as it struggled to defend meet- 
ings between Treasury and White 
House officials seeking to discuss the 
Resolution Trust Corporation’s investi- 
gation into Madison. 

Those contacts are now being exam- 
ined by an independent counsel. Robert 
B. Fiske Jr., who is trying to determine 
whether the trust corporation's investi- 
gation was improperly impeded by Ad- 
ministration officials. Ultimately, the 
trust corporation decided last fall to 
refer questions about Madison to the 
Justice Department to investigate for 
possible criminal violations. 

Mr. Fiske has also been examining 
whether Madison improperly funneled 
money into Whitewater or into Mr. 
Clinton's re-election campaign in 1984. 
when he was Governor of Arkansas. 

As enforcement director for the Mid- 
western region of the Office of Thrift 
Supervision, Mr. McCormally oversees 
enforcement efforts against savings 
associations in 23 states, including Ar- 
kansas. He is best known as the Fed- 
eral regulator who supervised the in- 
quiry into Neil Bush, a son of former 
President George Bush, who settled 
charges of conflict of interest over his 
role in the Silverado Banking, Savings 
and Loan Association in Denver. 

Reached in Chicago today, Mr. 
McCormally said he could not com- 
ment about the Madison matter. 

Questions Raised in 1M2 

Officials said that Republican ap- 
pointees in the Treasury Department 
initially instructed Mr. McCormally to 
look into the Madison case after news 
reports about the savings institution 
appeared in the 1992 Presidential cam- 
paign. But the officials said it was not 
until last year, after the Clinton Admin- 
istration had taken office, that Mr. 
McCormally believed he had enough 
information to warrant a request to 
open a formal investigation. 

Officials said Mr. McCormally asked 
his superiors in Washington last fall for 
permission to look into the collapse of 
Madison. It is unclear whether he 
made the request before or after the 
meetings between Treasury and White 
House officials concerning ihe Resolu- 
tion Trust Corporation’s inquiry. 

The Office of Thrift Supervision reg- 
ulates the savings industry, and the 
trust corporation handles savings insti- 
tutions that have been seized and 
bailed out by the Government. The 
thrift supervision office, created in 
1989. also has many records from its 
predecessor agency, the Federal Home 
Loan Bank Board, and officials said it 
had many of Madison s files from the 
1 980's. 

The House Banking Committee is 
scheduled to hold a hearing next week 
(hat is supposed to be a semiannual 
review of the trust corporation, but 
Republicans are hoping it will wind up 
as a showcase for problems in the 
Madison case. 

Republicans on the committee have 
asked regulators ai the trust corpora- 
tion and the thrift supervision office ior 
files about their handling of the Madi- 
son case. But the chairman of the com- 
mittee. Representative Henry B. Gon- 
zalez. recently wrote to the heads of the 
i wo agencies ordering them not to corn- 
lily with the Republican request. 
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White House Memo 

A Traveling President 
Trailed by Whitewater 

By GWEN I FILL 

Special to The New York Time* 


NASHUA, N.H.. March 15 - As Bill 
Clinton floated into Boston Harbor 
aboard a ferry named Beacon, fire- 
boats sent plumes of water into the 
air and supporters cheered on the 
dock, dancing to a Dixieland band. 
But Mr. Clinton was out of sight for 
much of the short ride on Monday, 
hunkered below deck on a secure 
mobile telephone where he could talk 
to -his Associate Attorney General, 
Webster L. Hubbell, who had just 
quit. 

Despite his efforts to get away 
from the distraction of the White- 
water investigation, Mr. Clinton has 
found that escaping from bad news in 
Washington is not so simple. As he 
traveled through Michigan, Massa- 
chusetts aod New Hampshire this 
week, he was forced to cope with the 
fallout at every turn. 

Mr. Clinton did not try to persuade 
Mr. Hubbell. a longtime friend and 
golfing partner who has become en- 
meshed in an overbtlling dispute with 
(he Rose Law Firm m Little Rock, 
Ark., to stay on. And he has said he 
remains calm about all (he White- 
water publicity 

But by the time Mr Clinton explod- 
ed in fury at Republicans in Congress 
ai a Democratic Party dinner in Bos- 
ton on Monday night, he appeared to 
be fed up with every setback he had 
ever endured since arriving in Wash- 
ington. 

Stinging Attack on Critics 

He raged, red-faced, about what he 
called "the politics of personal de- 
struction" and complained that Re- 
publicans had decided to "take out 
after" his wife. Hillary. 

Today Mr. Clinton said he was "de- 
termined." not angry, when he 
launched into the tirade at a Sl.OOO-a- 
plate fund-raising event. But he was 
in considerably better spirits at a 
town meeting here where most of the 
questions from the friendly Demo- 
cratic audience concerned health 
rare, not real estate deals and sub- 
poenas. 

He laughed delightedly when Betty 
Winberg. a 68-year-old Nashua resi- 
dent. said that Whitewater was "for 
canoeing and rafting” and that she 
wanted to talk about mental health 
coverage. 

"Shame on those who would de- 
tract and distract from the important 
work you're doing with universal 
health coverage and jobs,” she said. 

"Bless you." Mr. Clinton said. 

Mr. Clinton later said that he was 
happy to be somewhere in which the 
discussion was about what he wanted 
to talk about, for a change. 

"I wasn't angry." he said of Mon- 
day night's outburst. "I was happy. 
What I said last night, 1 was not 


angry, Dut i was determined. That 
was deliberate — I wanted to tell 
those people how I felt" 

"I’m very happy being here to- 
day,” he added. "This is America. 
This is where they are." 

Mrs. Clinton stuck with that ap- 
proach as well, traveling to Boulder. 
Colo., on Monday and to St Louis 
today to talk about health care. Asked 
whether she owed the public a fuller 
explanation of the Whitewater mat- 
ter, she responded with the equiva- 
lent of a verbal shrug, "Well, the 
public doesn't ask me about it.*-’ 
Threat to Policy Initiatives 

Mr. Clinton attributed the mount- 
ing questions about Whitewater — the 
umbrella term used to describe the 
questions that have arisen concern- 
ing a real estate venture that the 
Clintons say ended up losing money 
— to a coordinated and partisan at- 
tempt to derail his other policy initia- 
tives. 

"Make no mistake about it, some of 
the people who are giving me hell in 
Washington are doing it so I can’t 
give you health." he said at the junior 
high school gymnasium. 

The President s trip to New Hamp- 
shire echoed his 1992 primary cam- 
paign, where questions about his 
marital fidelity and his avoiding the 
draft obliterated much of his effort to 
distinguish himself from other Demo- 
crats. Walking through the lobby of 
the hotel where the President stayed, 
one aide pointed to a spot in the 
carpet where Mr. Clinton stood as he 
fended off persistent questions on 
more than one occasion in that cam- 
paign. Mr. Clinton said he did not 
remember it. 

Then, as now. Mr. Clinton deemed 
his political opponents, and news or- 
ganizations. as the enemy. Today, in a 
departure from the stand taken by 
Democratic leaders. Representative 
Lee H. Hamilton of Indiana suggested 
that Congressional hearings might be 
a way to deal with questions about 
Whitewater. Asked about Mr. Hamil- 
ton's remarks, Mr. Clinton respond- 
ed. “You guys didn’t learn anything 
from the town meeting." 

Lessons of New Hampshire 

But Mr. Clinton did learn valuable 
lessons from his first, fractious New 
Hampshire experience, including: al- 
ways go on the attack when cornered. 

"It shows he’s strong in his convic- 
tions and he feels he’s doing the right 
thing,” said George Stephanopoulos a 
senior policy adviser who joined the 
President today to reprise his cam- 
paign role as troubleshooter. 

"You need a mix," he said when 
asked about the President's alternat- 
ing moods. 
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Clintons’ Investment Loss Is Disputed 




Bv STEPHEN ENGELBERG 

Miecijl io The New York limes 

WASHINGTON, March 12 — Whom 
questions first arose in early 19921 
about Bill and Hillary Clinton’s Ozark! 
real estate venture, the Clinton Presi-i 
dential campaign hired a Denver ac-j 


bought similar land at the same time 
made quick protus or broke even. 
Whitewater was left with most of its 
lots unsold when the real estate market 
i soured in the early 1980’s. 

The Clintons finally ended their in* 
, volvement in Whitewater in December 


(here's really not much more to add 

to it.” 

| But while Mrs. Clinton referred in 
December to the $68,000 loss as 
provable by the accountants,'' on 
Monday she said the White House 
was trying to get an exact figure” 

ZSRXtXZ**? tha ’ ,he ' moving ,n *way a f rom ! MCD ° U ' 

couple had .os, S6*.0OO on ,he,r ,nvcs,- , , he ,r s.cadJs, adherence ,o [he re- , ImponMceo , T „ Re ,„ ms 

The firm’s report put questions! **?{’!;, t h e white House has declined to l As P art of the sa,e - lhe Clintonsi 

h DevelopmenU answer questions about it. referring ! a * re <* “> file [ax returns lhal the com * 
An?u a ha<; l h^n\hA I rnrn^^f^ m ^ > ? 1 |^h 1 ! Questions to James M. Lyons, a Denve? I Pfny had neglected inprevious years ; 

ne , rsl ?, ne lhC lawyer and a friend of the Clintons who I JJr. Foster, who had been a partner of, 
Clintons defense against allegations! m miss , onedth ereDOr i in interviews Mrs. Clinton’s atthe Rose Law Firm in 
stemming from the investment. Howl Imi | Little Rock. Ark., took on the work and: 

could they be criticized, they argue, for | , defied the report’s accuracy but I brou 8 ht it with him when he moved to ; 
a deal ,n which they had significant , S^S^SS^SSSu! Washington. 

lo ^ses> I documents Accountants generally give great 

wale^ilsi 1 vpar ra a P f r T/^r f ^r ,te ; ,n lhe the firm said mcom- ! /« «“ documents because the; 

J n n W pSr fr ? f plete records had hampered its work i fl, *ng of a knowingly false return is a 

Vincent W. Foster Jr., the deputy White wht > r „ n «-p«arv it filipd pan* I crime under Federal law. 

,h° a ?S ,lted r SU,C ‘ de ' w,,h Judgments based on ’’experience” I p « ten t re P°7 P. a « nls Whitewater 

last July, suggests that the enterprise i other similar nrmeets ! as an indisputably failed investment. It 

Tmj rprwfrt even lhan ,he ' Billed as a reconi, mcon of White- P u,s ‘J* cu ,T' a ^ e ' oss “' 

1992 repon asserted. ; as of May 31, 1991, at $118,000. On the. 

The discrepancy is not evidence of! 
wrongdoing or that the Clintons arei 
mistaken in calling the venture a losing | 
proposition. But just how much money | 
the venture lost — and how much of i 
that loss was borne by the Clintons — - 
are central questions in evaluating Re- 
publican charges that Whitewater was 
a sweetheart deal. 

Back Income Tax Returns 

The 1990 tax return was prepared! 
last June. Mr. Foster, a longtime friend . 
of the Clintons, was overseeing the 


Trying to see 
whether 
Whitewater was 
a sweetheart deal. 


only $15,000. 

Disparities in Land Holdings 
The two documents are even at odds 
! over the company’s land holdings. On 
the tax return, the company owns 


| j 

| tax return, cumulative losses — listed 
I as an entry for retained profits or 
1 losses — as of the same date are re* 
j ported at $58,000. 

| Laurence Goldfein, head of litigation 
i services at Richard A. Eisner & Com-' 
pany, a forensic accounting firm based 
in New York City, said that judging by. 
■ the tax return, it appears that if the: 
company was able to collect the money, 

' it was owed — its receivables — and: 

, sell its remaining land, the cumulative 

w.ucr s finances, the report is centered | oss on the Whitewater deal falls to. 
nn a iwo-page balance sheet and in- 

preparationof back income tax returns i tome statement that says the White- - m l 
that the company had failed to file andi w.ncr partners lost a total of $157,000 
which the Clintons agreed to clear upi — $68,300 bv the Clintons and the rest 
when they sold their share in white , bv the their partners, James B. 
water shortly after Mr. Clinton was, McDuugal and his wife. Susan, 
elected President. The special prosecutor in the White-! $27,000 worth of iand as of May 31. 1991 I 

Douglas R Carmichael, a professor, water matter, Robert B. Fiske Jr., is, On the 1992 Patten report, it had none 
of accounting at Baruch College in New examining charges that Mr. McDougal ! as of the same date. 

York City and a former vice president i bore a disproportionate share of its j 

of the American Institute of Certified risk at a time when his savings instnu-i Whitewater did not file tax returns 
Public Accountants, said the disparity non. the Madison Guaranty Savings i for several years. Returns for 1990-1992 
and loan Association, sought favorable, were drawn up last June by a Little 
rulings t rom state regulators appoint- Rock accounting firm hired by Mr. 
«•<! bv Mr Clinton, who was then Cover- ; Foster. The Clintons agreed in Decem- 
nor of Arkansas, or whether Mr.' ber 1992. when they sold their interest 
McDougal improperly used Madison to 1 in Whitewater, to arrange for filing of 
prop up the venture the missing returns, and the 1991 re- 

Mr McDougal has said that he paid turn is dated June 21. 1993. 
for most of the losses, and that the Mr. Goldfein said a complete set of 
Clintons lost no more than $13,500. Be- Whitewater records might vet explain 
fore his campaign issued the report, (he disparities between the return and 
Mr Clinton contended that he had lose the Patten report. Financial state- 
$25,000. ments and tax returns can differ, he 

Whitewater had its roots in a 1978! and the other experts said, but should 
investment by the two couples. They agree on basic data, such as how much 
purchased land along the White River land is owned. 

in the hope of riding a boom in vacation "They don’t reconcile in anv fashion 
and retirement homes along the White whatsoever.” said Daniel Beneish. pro- 
River in the Ozarks of northern Arkan-i fessor of accounting at Duke Untversi- 
sas. But while other investors who ty. "I don’t see the link." 


between the report released by the 
Clintons and the Whitewater tax filing 
could not be attributed to differences in 
accounting methods. 

Thev just don't seem to be looking 
ai the same project, the same ontitv. 
Mr. Carmichael said. "It’s difficult to 
understand how they could possibly 
have been based on the same facts 
The Clintons regularly allude io the 
1992 report, which was put together in 
three weeks by a Denver firm then 
known as Patton. McCarthy & Associ- 
ates Inc. 

|On Mondav. Hillarv Rodham Clinton 
told reporters, "When this is all over, 
it's going to be the same storv we’ve 
been telling for two years: we made a 
bad investment, we lost money and 


v 
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Mr. Hubbell’s Necessary Departure 


Webster Hubbeii's decision 10 leave Washing- 
ton to deal with a nest of angry hornets at his old 
Little Rock law firm is good for the Justice Depart- 
ment. good for the public and probablv good for his 
very dear friends and principal patrons. President 
and Mrs. Clinton. 

The immediate beneficiary is Attorney General 
Janet Reno, who now has a chance to show that her 
department is truly iedependent of White House 
influence. Mr. Hubbell had undertaken major re- 
sponsibilities and, by Ms. Reno's account, was ac- 
quitting himself well. Still, the presence of the 
President’s old golfing partner in the number three 
post has long created the impression that the inter- 
ests of Justice were subservient to the political 
requirements of the White House. 

Further, his value as an administrator would 
surely have declined if he had tried to do his job and 
also defend against accusations wafting from the 
Rose Law Firm and elsewhere. So far, these allega- 
tions seem to bear only an indirect relationship to 
the larger Whitewater mess. But they are serious 
enough to require Mr. Hubbeii's full-time attention. 

One is that he shortchanged his partners in a 
case involving his in-laws, costing them substantial 


sums in billings and expenses that they now chal- 
lenge. Questions have also been raised involving his 
representation of the Resolution Trust Company in 
a suit against the auditors of Madison Guaranty, a 
failed savings and loan run by the Clintons’ business 
partner, James McDougal. The issue is whether Mr. 
Hubbell properly disclosed to the R.T.C. that the 
Rose Law Firm had previously represented Madi- 
son and that Mr. Hubbeii’s father-in-law had been 
involved in tangled litigation with Madison. 

Mr. Hubbell has not been formally accused of 
anything. Still, each allegation carries the sugges- 
tion that at various moments in his career he may 
have been insensitive to standards of fair dealing 
and full disclosure. Since the Justice Department is 
sworn to uphold such standards, his presence there 
would have increased the political risk to an Admin- 
istration already reeling under charges of ethical 
insensitivity. 

Although the Clintons’ comforting circle of 
Little Rock cronies grows smaller by the day, Mr. 
Hubbell had no choice but jo leave. His departure 
gives the President's critics one less target to shoot 
at — and Ms. Reno a chance to make a more 
credible claim that she runs her own shop. 


Departing Aide Expected to Face 
Ethics Complaint From Law Firm 


By DAVID JOHNSTON 

Special la Th* Nn Yort Turns 


WASHINGTON. March 15 - One 
day after the abrupt resignation of 
Webster L. Hubbell. the third-ranking 
official at the Justice Department, his 
former law partners in Little Rock. 
Ark., have tentatively decided to file an 
ethics complaint against him, lawyers 
involved in the inquiry said today. 

Mr. Hubbell announced on Monday 
that he was resigning as Associate 
Attorney c neral, saying that he was 
stepping a it to avoid embarrassing 
his longtime friends. President Clinton 
.md Hillary Rodham Clinton, as ho 
faces an inquiry into whether he im- 
properly billed his former law firm for 
his time and expenses. 

Justice Department officials said to- 
dav that ihev expected his former part- 
ners at the Rose Law Firm to lake 
action but insisted that Mr. Hubbell 
had not received formal notification 
that firm would file a complaint with 
i he Arkansas Supreme Court Commit- 
tee on Professional Conduct, a seven- s 
member panel that investigates ethics: 
violations. 

Nonetheless, lawyers who have 
closely followed the internal inquiry ai 
the law firm where Mr. Hubbell and 
Mrs. Clinton were partners said senior 
partners at ihc firm had decided to go 
forward. That came after prodding by 
others at Rose who had threatened to 
file individual complaints against Mr 
Hubbell if the firm failed to act. 


Some See Small Dispute 


rhe firm held a meeting on Monday 
night to consider what action, if any, to 
take against Mr. Hubbell. but it was not 
loar whether lawyers reached a deci- 
sion during the two-hour discussion or 
-ometime later. A spokesman for the 
firm did not return a reporter’s tele- 
phone call today. 

Officials at the Justice Department 
-.ud senior officials were still stunned 
today bv Mr. Hubbeii's decision to step 
down. He attended a senior staff meei- 
• sig where colleagues applauded him. 
!»ut made no mention of the reason for 
his departure. The officials said no list 
possible candidates to replace him 
-tad vet been drawn up. 

Friends of Mr Hubbell have por- 


lyed the inquiry into his billing prac- 
:es as an effort by disgruntled former 
rtners to pressure Mr. Hubbell into 
rsuading Seth Ward, his father-m- 
w. to pay legal bills amounting to 
arly SI million that were left unpaid 


parking meter company in an unsuc- 
cessful lawsuit in 1991. 

But other Administration officials 
have suggested that Mr. Hubbeii’s 
problems are more serious. They said 
the billing inquiry had expanded to 
include scrutiny of Mr. Hubbeii's time 
charges and expenses in several mat- 


ters, including one in which he repre- 
sented Federal regulators in a case 
involving the Madison Guaranty Sav- 
ings and Loan Association, the failed 
institution owned by the Clinton's for- 
mer business partner in the White- 
water real estate deal. 

Link to Madison Guaranty 

That inquiry threatens to draw Mr. 
Hubbell into the tangle of financial and 
legal issues related to Whitewater that 
are now being investigated by Robert 
B. Fiske Jr., the special prosecutor 
looking into the Clintons' real estate 
dealings in Arkansas and their busi- 
ness relationship with James B. 
McDougal. the owner of Madison Guar- 
anty. , _ . 

Mr. Hubbell represented Federal 
regulators in a case against the private 
auditors who had examined the finan- 
cial condition of Madison Guaranty. 
The case, which was settled out of 
court, accused the auditors of failing to 
notify the Government that the institu- 
tion was heading toward collapse. 
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House Democrat Suggests 
Hearings to Clear Clintons 


By Helen Dewar 

W»ih»ftoB hM Suit Writer 

Rep. Lee H. Hamilton (D-Ind.) yesterday 
suggested that congressional hearings on the 
Whitewater affair may be the best course for 
President Clinton. While most Democrats 
continue to resist such hearings, Hamilton 
said the president “must get all the facts out 
quickly and completely. " adding that hear- 
ings are “one possibility for getting this infor- 
mation out." 

Hamilton, who was House chairman of the 
Iran-contra investigation, said he knows of 
“no evidence that the president or the First 
Lady has done anything wrong" but voiced 
concern that people may think the White 
House is holding back information. This, he 
said, is the “worst impression that can be 
created." 

If hearings are held, care must be taken to 
make sure they do not impede the White- 
water investigation of special prosecutor 
Robert B. Fiske Jr.. Hamilton said in a state- 
ment. Fiske has urged Congress not to hold 
hearings, and many Democrats have said 
none should be held until Fiske's probe is 
complete. 

At the same time yesterday. Republican 
congressional leaders accused the president 
of adopting a “bunker mentality" and pursu- 
ing the “politics of self-destruction” in his at- 
tacks on GOP criticism of his handling of the 
Whitewater affair. 

Adding more fuel to the partisan fire that 
Clinton stoked in an angry speech in Boston 
Tuesday night. Senate Minority Leader Rob- 
ert J. Dole (Kan.) and House Minority Whip 
Newt Gingrich (Ga.) protested that Clinton 
is unfairty blaming them for his Whitewater 
problems. 

Brushing lightly over the criticism that 
they have been heaping on the White House, 
they said it is “inappropriate" and “a bit 
much" for Clinton to expect their help on 
health care and other issues while making 
what Dole called “blatant political attacks" on 
the GOP. 

If the president thinks Republicans caused 
his problems, “then he has a very big prob- 
lem engaging reality," Gingnch told a news 
conference with Dole. They responded to 
Clinton’s charges that Republican cntics are 
“committed to a politics of personal destruc- 
tion" in their attacks on him and First Lady 
Hillary Rodham Clinton. 

“The worst thing he’s domg in terms of 
the country and his presidency is not the 
politics of personal destruction ; it’s the poli- 
tics of self-destruction.” Gingnch said. “It is 
not the politics of partisanship; it is the poli- 
tics of self-deception. ’ 

The president is “losing his cool and his 
temper." said Dole. 'He was close to the 



edge, going a bit too far" in his Boston 
speech. Dole added. 

Having been Republican national chairman 
at the time of Watergate. Dole said he can 
recognize a White House under siege when 
he sees one. "It’s that bunker mentality that 
surrounds any White House" when things 
start going wrong, he added. 

Dole and Gingrich said hearings are inevi- 
table and suggested they may try to force 
votes on scheduling hearings in both houses 
if Democrats continue to resist 

While saying they want to be cooperative, 
the two Republicans kept raising questions 
about Whitewater, with Gingrich noting that 
the Clintons appear to be backing away from 
previous assertions that they lost $69,000 
on their investment in the defunct Arkansas 
land development venture. These were not 
wealthy people who could ignore such a sum. 
Gingnch said. “These are people who took a 
deduction for used underwear" on their tax- 
es. he added. 

Insisting that they are not being negative. 
Dole and Gingrich said Democrats and Re- 
publicans should be talking issues, not per- 
sonalities. “We’d like to see the president fo- 
cus on the issues. That’s what we’re trying 
to do." Dole said. „ 

To bolster their argument that they want 
to cooperate with Clinton, they brought a 
large chart reading “Republicans Say Yes to 
..." a long list that included reform of 
health, welfare and immigration laws. “We 
don’t want the public to think all we re doing 
back here is playing pobtics." said Dole. 


_ "7 
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Hamilton opts 
for hearings 
on Whitewater 


was beginning to show a "bunker 
mentality” and compared it to the 
reaction when President Nixon 
was in the midst of the Watergate 
scandal 

Mr. Hamilton, whose comments 
on possible congressional hear- 
ings were first aired during a radio 
interview in Indiana, said the on- 
going controversy was “affecting 
the president's agenda." 

Democrats and their staff in 
both the House and Senate, mean- 
while. seemed relieved that some- 
iiody of stature within the party 
had finally bolted publicly. “It will 
make it easier now for some of the 
others who have wanted to step 
forward but could not for political 
reasons,” said a senior Democratic 
leadership official. 


By Paul M. Rodnguez 
and Jerry Seper 

-Hi MMHMQTON TMU 

Rep. Lee H. Hamilton, chairman 
of the House Foreign Affairs Com- 
mittee. yesterday became the first 
senior Democrat to publicly open 
the door to congressional hearings 
in the Whitewater- Madison affair 

The Indiana Democrat and for- 
mer co-chairman of a select com- 
mittee on the Iran-Contra affair — 
breaking with his party’s leader- 
ship — said congressional hear- 
ings could be one way to abate a 
political whirlwind now swirling 
around President Clinton and first 
lady Hillary Rodham Clinton. 

“I know of no evidence [that] the 
president or the first lady has 
done anything wrong;' Mr Hamil- 
ton said in a statement. “I just 
think there is a perception out 
there that the White House is still 
holding back on information. 

“That is the worst perception 
that can be created.'' he said. 
“■Ybu've got to move forward with 
information to overcome that, and 
the only way I know to do that is to 
get it all out.” 

Mr Hamilton said “one possibil- 
ity for getting this information 
out” would be through congres- 
sional hearings. “There well may 
be others. Whatever the format, it 
must be in-depth.” he said. 

Joining in the call was Rep. Paul 
McHale, Pennsylvania Democrat, 
who said Congress had a constitu- 
tional responsibility to investigate 
WhitewaterMadison. 

“Embarrassment on the part of 
political figures ought not to be the 
basis for delaying a senous in- 
quiry." Mr. McHale told the Allen- 
town. Pa.. Morning Call. “Once 
again. 1 respectfully disgaree with 
the leadership of my party." 

Republicans welcomed the 
comments by Mr. Hamilton and 
Me McHale. suggesting that the 
GOP call for congressional hear- 
ings on Whitewater-Madison was 
beginning to crack staunch Demo- 
cratic opposition. 

“He’s I Mr. Hamilton 1 somebody 
who has a lot of integrity and a lot 
of seriousness about issues.' said 
House Minority Whip Newt Ging- 
rich. “I think it's significant." 

The Georgia Republican added 
that Republicans, led by Rep. Jim 
Leach of Iowa, ranking GOP mem- 
ber of the House Banking Com- 
mittee. "have a statutory right to 
have a heanng under the law." de- 
spite opposition from Banking 
Chairman Henry B. Gorfzalez. 
Tfexas Democrat. 

“I think to the degree that Chair- 
man Gonzalez stonewalls him I Mr. 


In New Hampshire, Mr. Clinton 
reacted to Mr. Hamilton’s com- 
ments with a curt retort: “That's a 
discussion he ought to have with 
the special counsel. We have all 
cooperated." 

The president’s comment came 
after a day of attacks on Repub- 
licans. who he said were consumed 
with the Whitewater-Madison af- 
fair. During a New Hampshire 
town meeting yesterday, Mr. Clin- 
ton continued a theme he raised in 
an angry speech at a Democratic 
fund-raiser in Boston the night be- 
fore. 

“Some of the people who are 
giving me hell in Washington are 
doing it so I can’t give you health," 
he calmly told a crowd in Nashua. 

N H. 

• Mr. Clinton pounded the podium 
during the Monday night Boston 
speech, saying the GOP was “com- 
mitted to the politics of personal 
destruction . . . an opposition party 
that just stands up and says ‘No, 
no. no. no. no. no. no. no. no.’ ’’ 

The tirade prompted Senate Mi- 
nority Leader Bob Dole to suggest 
that the president lighten up. The 
Kansas Republican also offered 
Mr. Clinton some friendly advice: 
It’s been a long, cold winter 
here in Washington, and may be the 
weather has made everyone a little 
cranky. But it finally looks like 
spnng is here.” Mr. Dole said. “So 
take a few minutes to relax. Go 
outside. Thke a walk. Enjoy the 
sun. 

•Remember that the election is 
over and you won.” he said. 

Mr. Gingrich, who said it was 
•• self-destructive to circle the wag- 
ons around the White House.' 
added it was “a very bizarre expe- 
rience to watch an adult walk 
around blaming everybody else 
for what they have done." 

‘The president made a con- 
scious effort last night to mislead 
the American people, to be dishon- 
est about his problems.” Mr. Ging- 
rich said. "I don't remember ever 
seeing an American president as 
out of control emotionally as Clin- 
ton seemed to be last night." 

Mr. Dole and Mr. Gingrich ap- 
peared at a news conference — 
after their floor speeches re- 
sponding to Mr. Clinton’s Boston 
remarks — displaying a chart of 
1 1 pieces of legislation supported 
by Republicans that they hope Mr. 
Clinton will join them in passing. 

' It was a nice act in Boston last 
night, but he knows it’s not true.’’ 
Mr. Gingrich said of the ob- 
structionist charge. 

Mr. Dole said the White House 


Jeffrey Biggs, spokesman to 
House Speaker Thomas S. Foley, 
said that despite Mr. Hamilton's 
stance on hearings the speaker 
still believes Congress should 
avoid interference with White- 
water-Madison special counsel 
Robert B. Fiske Jr. 

“The speaker still believes that 
Congress should accede to the 
wishes of the special counsel," Me 
Biggs said last night 

Mr. Hamilton spoke with sensi- 
tivity to such concerns in his state- 
ment. 

“If congressional hearings are 
held. Congress must figure out a 
way to conduct legitimate inquir- 
ies without impeding the special 
counsel’s investigation;' he said. 

“Conflicts between Congress 
and the special counsel would be 
inevitable,’* he noted, so “Congress 
must work with and accommodate 
the special counsel to ensure the 
integrity of his investigation.” 

Me Fiske is leading a federal 
grand jury investigation of Madi- 
son Guaranty Savings and Loan 
Association and its links to White- 
water Development Corp., an Ar- 
kansas real estate partnership of 
the Clintons: Madison's owner. 
James B. McDougal; and his then- 
wife. Susan. 

The veteran prosecutor also is 
investigating reports of document 
shredding at Mrs. CUnton’s former 
law firm and the documents as 
well as the death of Vincent W. Fos- 
ter Jr.. former White House deputy 
counsel and personal attorney to 
the Clintons. 

Mr. Fiske has asked that Con- 
gress forestall hearings until his 
inquiry is completed. He has ex- 
pressed concern that hearings 
would jeopardize his work — par- 
ticularly regarding prosecutions, 
should congressional investiga- i 
tors wish to grant witnesses im- 
munity. 

" We’re prepared to commit to no 
grants of immunity," Mr. Gingrich 
said. 

Led by Mr. Leach and Sen. Al- 
fonse M. D’ Amato. New York Re- 
publican and ranking member on 
the Senate Banking Committee, 
the GOP has said congressional 
hearings are especially important 
now since high-level administra- 
tion officials have admitted to 
questionable actions since last 
summer’s death of Mr. Foster. 

“The independent counsel has 
no reason to worry about the prec- 
edent which the Democrats set in 
Iran-Contra — not the Republi- 
cans — and we re very prepared to 
try to hold the hearings in a way 
which does not in any way impede 
the independent counsel's activ- 
ities," Mr. Gingrich said. 


Leach 1. we may want to have a vote 
on the House floor in the next cou- 
ple of weeks on whether or not to 
have hearings,’’ Mr. Gingnch said. 


• Frank J. Murray and Ronald 
A. Taylor contributed to this report. 
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Is he really angry or just acting? 
Clinton’s composure confounds 

Whitewater questions sparking outbursts 


Bv Frank J. Murray 

T>*WUMMQTONTNK3 

NASHUA, N.H. - President 
Clinton's angry outbursts have be- 
come so frequent, particularly on 
the White water-Madison affair, 
that questions have been raised 
about whether they are staged to 
divert attention from the main 
event. 

Some White House officials and 
reporters he has confronted up 
close are convinced his ire is genu- 
ine, if not out of control, but Mr. 
Clinton says he’s faking anger on 
Whitewater, which other reporters 
suspect is true. 

At a 51,000-a-plate fund-raiser 
in Boston Monday night, the pres- 
ident lashed out at Republicans in 
a lectern-pounding denunciation 
near the end of a rambling, 18- 
minute speech. “No, no, no, no. no, 
no, no, no. no,” he said, thumping 
the podium with each syllable. 

“He was really, really angry,” 
said one reporter. 

“It was all show. He was slow, 
measured, calculating," said an- 
other veteran White House jour- 
nalist 

Assessments on whether Mr. 
Clinton’s public displays of anger 
are bona fide fits or political the- 
ater are complicated by the pres- 
ence of television. 

Mr. Clinton often bangs the po- 
dium. which seems a smaller ges- 
ture to those in a room than to TV 
viewers with sound magnified by 
a microphone. 

And reporters who cover him 
regularly know the key phrase 
that supposedly summed up his 
anger Monday night — charging 
the GOP with the “politics of per- 
sonal destruction” — is a line the 
president has used more than once 
when he was calm. 

The issue is further compli- 
cated by an incident in the Oval 
Office Saturday, when one of two 
Knight-Ridder reporters changed 


the subject from jobs to the 
Whitewater-Madlson controversy 
IS minutes into an interview with 
the president. 

. Though Mr. Clinton knew he 
would be asked about the matter, 
his face reddened as he stood and 
made a scene for five minutes, de- 
nouncing both reporters along 
with press coverage in general and 
the Republican Party. He then had 
them ushered out without even the 
ritual handshake. 

“Visibly agitated and eyes bulg- 
ing, the president waggled a fin- 
ger in admonishment,” Robert 
Rankin wrote of Saturday* epi- 
sode. Yesterday in a brief inter- 
view, Mr. Rankin said, “By the end, 
he had gone beyond calculated an- 
ger into really being worked up.” 

That is what some reporters be- 
lieve happened Monday night, that 
Mr. Clinton stirred himself up so 
much he lost control. 

“That’s ray feeling, just my 
sense, that it’s the real Bill Clinton 
emerging, especially in a room so 
politically charged,” CNN White 
House correspondent Wolf Blitzer 
said. 

•T see that people perceive it dif- 
ferently, but I see exactly the kind 
of performance I’d expect in a po- 
litical setting with balloons and 
band and confetti in a room deco- 
rated like a mini-convention hall,” 
veteran Associated Press writer 
Tbm Raum said. 

A White House aide insists the 
anger is real. “It was warranted, 
too. ... Tb him, the presidency is 
not a forum for national discussion 
of things that happened to him 16 
years ago,” the aide said on con- 
dition of anonymity. 

Mr. Clinton said yesterday he 
really was not angry Monday 
night. “I wasn’t. I was happy,” he 
said as he took a break from shak- 
ing hands at a political visit yester- 
day. 

“What I said last night, I was not 


-/O' 


angry. I am determined. That was 
a deliberate — I wanted to tell 
those people how I felt,” Mr Clin- 
ton said of giving Boston Demo- 
crats their money’s worth at the $1 
million fund-raiser. 

• On the night his buddy Webster 
Hubbell resigned under fire as as- 
sociate attorney general, Mr Clin- 
ton accused Republicans of 
blocking legislation on health 
care, welfare, unemployment, 
crime, campaign financing and 
lobbying. 

“Why then are we confronted in 
this administration with an opposi- 
tion party that just stands up and 
says, 'No, no, no. no, no, no, no, no, 
no?’ ” he said, as his face reddened 
and jaw clenched. 

Presidential adviser George 
Stephanopoulos said Mr. Clinton 
can tone down his heated rhetoric 
whenever he wants to. “You need a 
mix,” said Mr. Stephanopoulos, 
brushing off suggestions the pres- 
ident loses his temper 

Although Mr. Clinton only hints 
at it an official who asked not to be 
identified said bluntly there is a 
belief at the White House that the 
press and Republicans are in 
league on Whitewater Madiscm. 

The president “gets angry at 
anything that is a preoccupation 
with matters other than governing 
the country" the aide said. 

Other displays of the Clinton 
temper include his outburst at 
ABC’s Brit Hume during the an- 
nouncement of Ruth Bader Gins- 
burg’s Supreme Court nomination; 
a golf course incident in Little 
Rock. Ark., when he criticized a 
press office employee for letting 
reporters get too close; his shout- 
ing at an aide in Hilton Head. S.C., 
about a TV microphone he found 
intrusive; and his scolding an aide 
at a District housing project for 
not inviting Mayor Sharon Pratt 
Kelly and D.C. Delegate Eleanor 
Holmes Norton to join him on a 
porch. 
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Campaign 
tactics not 
the answer 


By Donald Lambro 
times 


President Clinton’s latest, 
all-out attack on the Repub- 
licans. blaming them for his 
Political troubles in the White- 
water-Madison affair, is not 
working the way it did in his > 
1992 campaign. 

With his job-approval and 1 
public-trust ratings sinking, . 


NEWS 


me presi- 
dent is find- 
i ■ _ . ingout that 
ANAD^SIS the political 

— — skills 

needed to win elections are 
not those needed to govern 
and that Whitewater is not go- 
ing to be managed in a cam- 
paign-style “war room/* 

“They are still in this cam- 
paign mode where they are 
trying to figure out who they 
attack next,” a Republican 
Party strategist said. “That 
may work in a campaign but 
not in a situation where you 
have an ongoing grand jury in- 
vestigation” 

Republican and Democrat- 
ic political analysts say Mr. 
Clinton's latest counterattack 
strategy cannot work for 
these reasons: 

• The news media, not the 
Republicans, are largely re- 
sponsible for raising a num- 
ber of unanswered questions 
and fueling the debate over 
the Clintons’ Involvement in 
the Whitewater real estate 


deal and the related failure of 
Madison Guaranty Savings and 
Loan Association in Little Rock. 

“The Democrats have this 
fraudulent defense that it’s all be- 
ing stirred up by the Republicans,'' 
Republican National Chairman 
Haley Barbour said. “When The 
Washington Times. The Washing- 
ton Post and the New York Times 
dig all this stuff up, they cant say 
it’s Republicans.” 

• The sharp political attacks on 
Republicans launched Monday 
night by the president and over the 
weekend by Democratic National 
Chairman David Wilhelm came 
across as excessive and unfair. 

Mr. Wilhelm's personal attacks 
on the president’s GOP critics, in- 
cluding Senate Minority Leader 
Bob Dole, whom he called a “tax 
cheat,’’ were immediately rebuked 
by Democratic leaders. 

House Speaker Thomas S. Foley 
of Washington indirectly crit- 
icized Mr. Wilhelm Sunday, saying, 
"I don’t agree with any character- 
ization of Bob Dole that doesn’t 
hold him in the highest esteem.” 
Senate Majority Leader George 
Mitchell of Maine said. “I don’t 
think [Mr. Wilhelm’s statement] 
contributes to the dialogue.” 

"It’s very, very hard to attack the 
credibility of Republicans like” 
Rep. Jim Leach of Iowa, who has 
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been demanding full congres- 
sional hearings, a senior Demo- 
cratic Party official said. “He is 
held in a great deal of respect on 
both sides of the aisle.” 

• Mr. Clinton’s outburst Monday 
night at a Democratic fund-raiser 
in Boston, where he attacked Re- 
publicans for his growing prob- 
lems. “only feeds the controversy 
even more.’’ said a veteran Demo- 
cratic Party official who did not 
want to be identified. 

"Why then are we confronted in 
this administration with an opposi- 
tion party that just stands up and 
says, ‘No, no, no, no, no, no, no, no, 
no.’?” Mr. Clinton said in an angry, 
podium-pounding attack on his 
GOP critics. 

But that kind of political attack 
in response to Whitewater ques- 
tions was seen even by some 
Democrats as harmful to the ad- 
ministration. 

“You cant have a strident coun- 
terattack for every piece of news 
that comes up on Whitewatetf’ said 
a former Democratic national 
chairman who did not want to be 
named. 

• The president and his wife, 
Hillary Rodham Clinton, have sent 
a mixed message on Whitewater 
that “only seems to confuae people 
even more,” a Democrat said. 

While the president was attack- 
ing Republicans in Boston, his 
wife was in Denver acknowledging 
that “mistakes were made” in the 
Clintons' handling of the White- 


water matter. 

Democratic Party sources yes- 
terday were reluctant to go on the 
record in their criticism of the 
way the White House has handled 
the Whitewater affair. But pri- 
vately they were sharply critical 
of Mr. Clinton’s political strategy, 
and many said the president faces 
mounting pressure within party 
circles to add more experienced 
Democratic hands to his staff to 
get control of the situation. 

When he was under attack from 
Republicans in his presidential 
mtnpaign, Mr. Clinton followed the 
strategy that the best defense was 
a good offense, and his campaign 
staff became adept at rapid-fire 
responses to keep his critics at bay. 

Although that kind of tactical 
political response was effective in 
his 1992 campaign and in some of 
his legislative battles on Capitol 
Hill, it has not worked for him in 
the Whitewater-Madison affair. 

At times the president also has 
struggled to adjust to the rules of 
legislative warfare. Last year 
when Senate Republicans were 
blocking his economic stimulus 
bill, he said in frustration, “I didn't 
come here to get up every day and 
fight with the Republicans.’’ 

Mr Dole and House Minority 
Whip Newt Gingrich of Georgia, 
who are skilled political fighters, 
yesterday continued to press GOP 
demands for congressional hear- 
ings on the affair. 


Commercial banks earn 
a record $43.4 billion 


ASSOCIATED PRESS 

The nation's commercial banks 
earned a record S43.4 billion last 
year, far surpassing the old record, 
and a top regulator said the indus- 
try’s prosperity should continue 
this year. 

'It’s very difficult to anticipate 
another record year, ... but I think 
we’ll see earnings remain very 
solid,” said Andrew C. Hove Jr, 
acting chairman of the Federal 
Deposit Insurance Corp. 

The FDIC said yesterday that 
1993 earnings marked a 36 percent 
improvement over the previous 
record of $32 billion, set in 1992, 
which was a 79 percent increase 
over the $17.9 billion earned in 
1991. 

In the fourth quarter, earnings 
totaled SU.l billion, just shy of the 
S11.5 billion record set in the third 
quarter. 

Analysts said banks could an- 
ticipate another good year in 1994 


but in the long terra, they face stiff 
competition from mutual funds 
and other non-bank rivals. 

"They’re eating the lunch of lots 
of banks, stealing their depositors 
. . . and stealing their loan custom- 
ers with better rates and better 
service and more interesting 
products,” said David C. Cates, 
chairman of Ferguson & Co., a con- 
sulting firm. 

But 1993 was an extraordinary 
year for banks by almost any mea- 
sure. Ninety-five percent of all 
banks reported profits, the high- 
est share since 1980, and two of 
every three banks improved over 
1992. 

Return on assets, a standard 
measure of profitability, hit 1.21 
percent, topping 1 percent for the 
first time since the FDIC began 
operating in 1934. 

Loan losses totaled $17.5 billion. 

the lowest in six years. 
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Arkansas Ties 
Are a Drawback 
for Nominees 

■ White House: Officials are looking'for 
candidates to replace Hubbell at the Justice 
Department but want to avoid the 
appearance of cronyism. 

By PAUL RICHTER and RONALD J. OSTROW ~ 

TIMES STAFF WIITEtS 

W ASHINGTON— One day after Associate Ally. Gen. 

Webster Hubbell’s surprise resignation. Administra- 
tion officials Tuesday began searching for a replacement 
who lacks a certain credential that a year ago might have 
won the job: home -state ties to the President and First 
Lady. 

Amid Hubbell’s departure on ethics accusations and the 
uproar over the Whitewater affair. Administration officials 
virtually ruled out candidates who might reinforce accusa- 
tions that the Clintons had sought to run Washington with 
a core of Arkansas friends. 

“It goes without saying that anything that smells of 
cronyism is out of the question.'' one Justice Department 
source said. 

As the search began, it was also clear that the choice for 
the department's No. 3 post would have special signifi- 
cance. The back-to-back resignations of Hubbell and 
Bernard Nussbaum. the White House counsel, amid 
allegations of ethics violations have made it imperative 
that the replacement underscore the Administration’s 
commitment to choosing officials of unquestioned integrity. 

The choice is also significant because of the unusually 
important political role the Justice Department has played 
in an Administration that has sought to appeal to a broad J 
spectrum of Americans on such issues as crime, civil rights, 
immigration and environmental protecuon. 

In addition. Reno's top lieutenants must be prepared to 
take on extra managerial duties because Reno, an unusual- 
ly high-profile attorney general, is so often out of town. 
“This is a delicate job in a crucial agency. " one Administra- 
tion official said. 

T he Administration cannot waste time on the choice. 

The Justice Department has been hobbled since the 
beginning of Clinton’s presidency by a lack of top-level 
appointees. Only now is it getting in place its deputy 
attorney general and its assistant attorney general for civil 
rights. 

Reno will “want to fill it promptly so the department is 
not criticized for failing to fill yet another key post.” one 
Justice official said. 

Hubbell. with close personal and professional ties to the 
Clintons, announced Monday that he would leave because a 
fight with former law firm partners over disputed billing 
practices was distracting him from his job. 

While the search for his replacement is still in its earliest 
stages. Administration officials said they expect the 
candidates to include some within Justice. Among the 
insiders, officials said, would be Jo Ann Harris, the former 
New York attorney and professor who heads the depart- 
ment's criminal division, and Charles F.C. Ruff, who has 
held positions as a Watergate prosecutor. U.S. attorney and 
senior Justice Department official. 

Hubbell's selection was made by the White House 
because it came before Reno was nominated. But this 
nomination will be different. Knowing Janet. I assume 
she'll want a lot to do with (the choice)." said one senior 
Administration official. 


The associate attorney general's post has responsibility 
for such areas as tax law violations, antitrust, environ- 
mental law. civil rights, immigration and naturalization 
and the administration of prisons. 

The job. created in the 1970s. has had ups and downs in . 
influence. In the early 1960s the post was powerful in the 
hands of Rudolph W. Giuliani, who is now New York’s 
mayor. But in the Bush Administration. Ally. Gen. Dick 
Thornburgh moved toward abolishing it and left it unfilled. 

Under Reno the position rose again in influence. That 
was partly because of Hubbell's ties to the Clintons and 
their White House organization, and partly because of the 
need for a strong manager. Reno, with high confidence in 
Hubbell. had expanded the job’s scope to include, for 
example, budget responsibility. 

“He was the tail that wagged the dog," said one career 
Justice Department official who dealt regularly with 
! Hubbell. Reno “loses a great deal of ballast with his 
departure." 

T he appointment now may be less crucial in assuring 
that the often more moderate White House viewpoint 
is heard when the outspoken attorney general strays from 
the Administration text. While House officials believe that 
they have managerial skill and political acumen with the 
appointment of Ronald A. Klain. a former White House 
lawyer who last month become counselor to Reno. 

Harris. 60. was in private practice m New York City and 
a law professor at Pace University School of Law before 
she was nominated last September to head the criminal 
division. She was a journalist for H years, then worked at 
the Justice Department from 1974 to 1963. first as an 
assistant U.S. attorney in New York, then as chief of the 
criminal division's fraud section. 

Ruff. 54. worked for the Justice Department in a series of 
poets from 1973 to 1982. including acting deputy attorney 
general and U.S. attorney for the District of Columbia. He 
went into private practice in 1982 in Washington. 

He had been considered for the attorney general’s post 
by the Clinton White House but was passed over after he 
disclosed that he had belatedly paid social security taxes 
for a housekeeper who was over 65. 

That disclosure came after Zoe Baird. Clinton's first 
choice for attorney general, asked that her nomination be 
withdrawn because she had knowingly employed illegal 
aliens in her household, and had failed to pay their social 
security taxes. 

Ruff was considered again for the deputy's post in 
January, after Philip B. Heymann resigned, because the 
Administration agreed that failure to pay the taxes should 
not be disqualifying as long as the individual had 
eventually made good his obligation under the law. 

Reno “has such high regard for him." a Justice 
Department official said. 

On Capitol Hill. Rep. Lee H. Hamilton (D-Ind.) on 
Tuesday became the first Democrat to call for congression- 
al hearings on Whitewater, saying public exposure of “all 
the facts" is probably the only way now that the White 
House can clear up the perception that "it may be holding 
back informauon" about the first family's investment in a 
failed real estate development in Arkansas when Clinton 
was governor. 

Times staff witters Michael Ross In Washington and David 
Lautor in Nashua, N.H., cantrtbeted to tide story. 
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Can’t Have It Both Ways 

If you take the high profile, you can f t expect to duck the tough questions 


First Lady Hillary Rodham Clinton 
holds no constitutional or appointed 
office, but she has vastly expanded 
the traditional role of a President’s 
wife. The scope of her public duties 
no doubt has heightened the furor 
surrounding the questions about her 
role and judgment years ago in a real 
estate deal called Whitewater. Mrs. 
Clinton has begun to selectively ad- 
dress media inquiries about White - 
water. She needs to do more. 

There’s no question that Mrs. Clin- 
ton is a professional of high standing 
and credentials. Hillary Rodham 
Clinton, a graduate of one of the 
nation's top law schools and a deeply 
knowledgeable student of public poli- 
cy, is in many ways an enigma to 
America. She both dazzles and puz- 
zles. Her sterling command of health 
care issues and the President s health 
care plan before Congress last year 
was truly impressive; that image 



Clinton: Fielding the questions now. 


clashes so with last December’s photo 
spread in Vogue magazine featuring 
Mrs. Clinton in movie -star -like poses. 
Similarly, her quest for privacy, in- 
cluding her original foot-dragging on 
the Whitewater matter, has clashed 
with her high-profile activism. 


Her assignment to such big policy 
issues as health care reform has 
placed her in a gray area of govern- 
ment. with ill-defined duties, respon- 
sibilities and accountability to the 
public. That fuzzy role, extending far 
beyond the past conventions of a 
First Lady, makes her an easy target 
for political critics and rough ques- 
tioning by the media. Having said 
that, it must also be said that she can’t 
have it both ways: the big issues and 
the big influence on the one hand and 
immunity from scrutiny on the other. 

If Mrs. Clinton is going to play the 
Washington game, she has to step up 
and take the fastballs from the people 
and the press. She has to do more of 
what she has started to do this week: 
answer the questions, even hostile 
ones. Otherwise Hillary Clinton may, 
by ducking the hard questions, lose 
her credibility in staking out the 
tough issues. 


-/?- 
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Dem breaks Whitewater 


ranks 


Hamilton 

suggests 

hearings 

By Leslie Phillips 
USA TODAY 

The Democratic firewall put 
up to contain the Whitewater 
affair was breached Tueaday 
by a prominent c ong n— toa il 
Democrat who suggested hear- 
ings would provide the facts 
“quickly and completely.” 

Rep. Lee Hamilton, Mod, 
chairman of the Howe Foreign 
Affairs committee and f ormer 
cochalnnan of the 1986 Iran* 


about a probe of M a di s o n. 

Lawyers for White House 
deputy chief of staff Harold 
Ickes say he's scheduled to tes- 
tily. Time permitting, Deputy 
Treasury Secretary Robert Att- 
man may testily as welL 
► Rose Law Firm senior 
partner Phillip Carroll denies 
his firm is on the ro^es. 

“There is abeotutety no inter. 



of a billing dispute with the 
firm, where he and Hillary 
Rodham Clinton were ooce 


ment saying hearing were one 
way to dear up confusion. 

“When the agenda of a presi- 
dent is clouded by allegations 
such as those concerning 
Whitewater,” he said, “I think 
it is important to get all the 
facts out as quickly as possible 
to overcome this perception” 
that the White House may be 
withholding Information. 

“One possibility for gening 
this Information out would be 


“We’re as solid as weVe ever 
been. We’re not enjoying this, 
but we know that the people 
who know us best are still with 
us, and 1 believe that" 

► Clayton Lindsey, one of 
two couriers who says he 
shredded Whitewater-related 
documents at Roae Law Firm, 
goes before the grand Jury to- 
day in Little Rock. 

► In an interview with Reu- 


ters news agency, former Mad- 
ison owner James McDougal 
said he would hold a news con- 
ference in two weeks to exon- 
erate President Clinton “totally 
and abaotutely" of any wrong- 
doing. He did not elaborate. 


“ committed to the politics of 
personal destruction.” 

“It was a nice act tn Boston 
la* night but be knows ifs not 
true,” said House Minority 
Whip Newt Gingrich, R-Ga. 


He and Senate Minority 
Leader Robert Dole, R-Kanms. 
named several bills Republi- 
can helped pes^ including the 
North American Free Trade 


Agreement. 

Doteoflered this advice: 
“ITs been a kng cold winter 


eryone a little cranky. But It fi- 
nally looks Like spring is here. 
So take a few minutes to relax. 
Go outride. Trice a walk. ... 

“Remember that the elec- 
tion is over and you won.” 


through congressional hear- 
ings. There may well be oth- 
ers,” Hamilton said. 


al of Hamilton’s suaretton; 
’That’s a discussion he ought to 
have with the special counsel 


We’ve cooperated.” 

At issue are the complicated 
ties between the Clintons, the 
failed Madison Guaranty Sav- 
ings & Loan in Arkansas, the 
Whitewater land venture it’s 
tied to and concerns of possible 
White House interference in a 
federal probe of Madison. 

Special counsel Robert 
Ftake has pleaded with Con- 
gress to delay hearings until 
he’s had an opportunity to 
question key witnesses first. 

Ranking Republicans on the 
Senate and House banking 
committees — Sen. Alfonse 
D* Amato, R-N.Y., and Rap. 
James Leach. R-Iowa — 
agreed to hold off and said they 
would not grant immunity to 
witnesses, so as not to Jeopar- 
dize future legal proceeding. 

The House Banking commit- 
tee has a March 24 hearing on 


BANK PROFITS: The natiert 1MS7 commercial 

banks earned 111.1 billion the fourth quarter. That’s their 1 
second-best quarter ever and up from $7.8 billion a year 
earlier, the Federal Deposit Insurance Corp. says. For 1993, 
banks bad record earnings of $43.4 billion, shattering I992’s 
record by more than a third. Acting FDIC Chairman 
Andrew Hove said bank earnings will con ti nue strong this 
year but probably wont set a record. 


the federal regulation of failed 
savings and loans nationwide 
Meanwhile: 

► A federal grand Jury in 
Washlngtqn hears testimony 


Thursday 'from White House 


need about their meetings 
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A tough time staying the course 


i By Bill Nichols 
. USA TODAY 

NASHUA N.H. - As fell- 
; out from the Whitewater af- 
fair continues to swirl around 
the White House daily, it’s al- 
most as if there are two Pres- 
ident Clintons. 

One, who showed up here 
Tuesday at a town meeting at 
Elm Street Junior High 
school and later at stops in 
Keene, NJL, and Fort Drum, 
N.Y., dutifully follows the 
White House strategy — plow 
ahead, stay on message and 
don't seem rattled by White- 
| water and its tentacles. 

The other BQ1 Clinton, de- 
I spite his comment last week 
that “you cant be a very good 
president if you're consumed 
with bitterness,*' s eem s, If not 
consumed, at least Increas- 
ingly biaer and angry about 
the fuss over Whitewater. 

Ginton's tirade Monday 
night in Boston at a Demo- 
cratic Party fund-raiser tn 
which he exploded about 
GOP "politics of personal de- 
struction’’ is one of the grow- 
ing signs his legendary tem- 
per is getting tn the way of 
White House damage control 

Tuesday morning he In- 
sisted to reporters he wasn’t 
angry at the Boston event, de- 
spite slamming the podium 
and shouting the word “No" 
nine times by way of saying 
that’s all Republicans have to 
say about important issues. 

“I was happy . . . I was not 
angry. I was determined," 
Clinton said. "I wanted to tell 
those people how I felt" 

Semor adviser George Ste- 
phanopoulos defended the 
outburst "Those were Demo- 
crats and it’s time to say that 
there is a lot of bull." 



By Else Anwdoa A P 

KT HOME: President Orton shakes hands atono Mein Street In Keene, N.H., on Tuesday. 
Orion stopped in Keene and toured a mcropnndng plant after a town meeting m Nashua. 


But Clinton, at the end of a 
tag day Monday tn which 
fab friend Webster Hubbell 
had been forced to resign 
from hb No. 3 Job at the Jus- 
tice Department, looked not 
only angry, but absolutely fu- 
rious. as be did to two Knight- 
Ridder reporters last week- 
end when he stormily ended 
an Interview after Whitewa- 
ter came up. 

And that is precisely what 
White House political hands, 
already frustrated that 
Whitewater all but overlook 
Clinton's three-day trip, don’t 
want as they plan a longterm 
Whitewater strategy 

Instead. Clinton aides want 
events like the one here, in 
which C3 In ion, away from 
Washington and in front of an 
adoring crowd, can talk 
about issues, while average 


citizens blast media preoccu- 
pation with Whitewater. 

Here, they got both 
themes. Clinton held forth for 
over an hour on health care, 
foreign aid. national service 
and deficit-reduction and 
only obliquely — and calmly 
— referred to Whitewater. 

Clinton said that he long 
ago developed a respect for 
New England-style town 
meetings because, “They 
were so different from the 
tenor and tone of political de- 
bate and discussion In the na- 
tion's capital. My guess is 
they still are." 

In turn, some participants 
chided the media and GOP 
for focusing on the iongago 
Arkansas land dealings and 
concerns of White House In- 
terference with federal regu- 
lators probing Whitewater. 


Betty Wlnberg, 68. of Nash- 
ua, prefaced her question on 
mental health benefits by 
tellingOinton, to a surge of 
applause: “Whitewater is for 
canoeing and rafting. Shame 
on those who would detract 
and distract from the impor- 
tant work you're doing." 

Another questioner urged 
Clinton not to let Republicans 
give him a bunch of rhetoric, 
because they're just running 
for office. 

"Bless you." said Clinton, 
adding to reporters later: 
“You heard from a lot of wise 
people in there." 

In Keene, where Clinton 
toured a microprinting com- 
pany and the town square, he 
told reporters asking White- 
water questions: ’’You guys 
didn’t learn anything from 
the town hall meeting.” 
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Banks Set Record in ’93 


As Profits Surged 36% 


| By BARBARA A. REHM 

| WASHINGTON — The 
I commercial banking industry 
! soared past its previous annual 
earnings record in 1993, posting 
$43.4 billion in profits, the Fed- 
eral Deposit Insurance Corp. re- 
ported Tuesday. 

That was 36% more than the 
$32 billion record set in 1992. 
The industry's good fortune was 
due mainly to lower loan-loss re- 
serves, higher noninterest in- 
come, and increased net interest 
income, the FDIC said. 

Profits in the fourth quarter 
totaled $11.1 billion, just shy of 
the quarterly record of $ 1 1.5 bil- 
lion set in the September quar- 
ter. but up from $$7.8 billion in 
the fourth quarter of 1992. 

Aggregate ROA Tops 1% 

The aggregate return on assets 
for 1993 was 1.21%, the first 
time since the FDIC was created 
that annual ROA exceeded 1%. 

“I think bank earnings will 
continue to be strong,” predict- 
ed acting FDIC chairman An- 
! drew C. Hove Jr. “I don't think 
j it's very likely lhat we'll see an- 
I other record in '94. However, a 
year ago ... 1 didn’t think we'd 
have a record in '93 either.” 

For the first time, the number 
of commercial banks fell below 
11,000. The consolidation was 
driven by 483 mergers in 1993. 

And fewer new banks are be- 
ing opened. Only 59 new char- 
ters were issued last year, the 
fewest since 1953. 



Staffing at the 10,957 com- 
mercial banks, however, in- ■ 
creased. At the end of the year, 
1.49 million people worked for ! 
commercial banks, up from 1.47 
million at yearend 1992. 

Total assets grew by $200 bil- 
lion in 1993, to $2.09 trillion, 
the largest annual increase since 
1986. 

All major loan categories grew 
in 1993, with the exception of 
real estate development. Com- 
mercial and industrial loans in- 
creased for the first time in four 
years, gaining 0.5% to $539 bil- 
lion, the FDIC said. 

Investment securities in- < 
creased the most, rising $63.7 
billion in 1993. Real estate loans 
increased $54.3 billion, consum- 

See next page 
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Bank Earnings Up 36% Last Year 


Continued from page / Q> 
er loans S33.7 billion. 

Reversing a trend, loan 
growth outstripped securities 
holdings in the last three quar- 
ters of 1993. In all but one of the 
nine previous quarters, banks 
invested more money in securi- 
ties than they lent out 

The list of problem banks 
comprised 426 with $242 billion 
in assets, down from 787 banks 
with $408 billion in assets at the 
end of 1992. 

In dollar terms, troubled as- 
sets are at their lowest level since 
the end of 1986. totaling $59.7 
billion at yearend 1993. 

Noncurrent loans and fore- 
closed real estate had the largest 
quarterly decline ever in the 
fourth quarter, falling by a com- 
bined $11.1 billion. Troubled as- 
sets peaked at 3. 19% of total as- 
sets in the second quarter of 
1991 and now are down to 
1.61%, the FDIC said. 


I ROASitstRdcord 

I Return on average assets for 
i the banking industry 
1 1 . 8 % , 



Loan-loss provisions in 1993 
fell 36% to $ 1 6.6 billion, the low- 
est annual total since 1984. Re- 
serves in the fourth quarter to- 
taled $3.8 billion. 40% less than 


the $6.4 billion reserved in the 
same period of 1992. 

The FDIC reported that non- 
interest income in the fourth 
quarter hit $75 billion, up $3.3 
billion from the third quarter 
and up $9.3 billion on the year. 

Net interest income was $36 
billion in the fourth quarter and 
$139 billion on the year, up $6 
billion from yearend 1992. In- 
terest margins narrowed 
throughout 1993, but the FDIC 
said banks are earnings more off 
higher-yielding loans. 

In 1993, equity capital grew 
$33.4 billion - the largest annual 
increase ever. Equity capital 
rose above 8% of total assets for 
first time since 1983. 

About $3 billion of the fourth- 
quarter equity increase of $8.2 
billion was attributable to the 
new accounting rule that re- 
quires banks to include unreal- 
ized gains or losses on certain se- 
curities in capital □ 


OTS Approves Purchase by First Midwest 

STORM LAKE, Iowa — First Midwest Financial Inc. said 
that the Office of Thrift Supervision has approved its merger 
with Brookings Federal Bank in South Dakota. 

Stockholders of $161 million-asset First Midwest also have 
approved the merger. 

Brookings Federal is a subsidiary of $73 million-asset Com- 
munity Financial Systems Inc. 

First Midwest will pay about $31 a share for the 333,513 
outstanding shares of Community’s stock, which includes 
stock options to be exercised at the close of the merger. 

Steven P. Myers, president and chief executive of Brookings 
, Federal, will become president of the Brookings Federal divi- 
sion of First Federal Savings Bank of the Midwest 

Profits Down at Va.’s Caroline Savings 

BOWLING GREEN, Va. — Caroline Savings Bank said it 
earned $362,863, or $4.13 a share, in 1993, compared with 
$394,053, or $4.48, the prior year. 

For the fourth quarter, the $36 million-asset bank earned 
$70,947, or 81 cents a share, compared with $65,707, or 75 
cents, a year earlier. 

William R. South worth, president of Caroline Savings, said 
new accounting rules adopted by the bank last year reduced 
per-share earnings by 9 cents in 1993, and by 12 cents in 1992. 
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Interstate Banking — Now 


By Greg Wilson 

Cynics argue that the interstate bank- 
ing bills now wending their way through 
Congress are trivial because they only be- 
latedly recognize reality. After all. Bank of 
America. NationsBank. Banc One. Citi- 
corp. Chemical. First Interstate and many 
other bank holding companies already 
have major subsidiaries in multiple states. 
Many of these institutions are on the verge 
of becoming truly national organizations 
without any legislative help. 

Indeed, banks have already seen some 
of the economic efficiencies of nationwide 
banking, despite the lack of regulatory re- 
form. Employment by U.S. depository in- 
stitutions over the past 10 years has de- 
clined 25%. to about 1.4 million from 1.8 
million. As a result, bank productivity as 
measured by assets per employee has 
nearly doubled to S2.6 million per em- 
ployee from SI. 4 million per employee. 
Much of these gains have resulted from 
consolidating banks, savings and loans 
and savings banks through interstate ac- 
quisitions that are currently allowed. 

So why bother legislating what is al- 
ready common practice? Because what 
we ve seen so far is just the start of the 
savings that will come from real reform. 

A recent McKmsey & Co. study for four 
well-managed regional banks found that 
the annual costs of interstate banking un- 
der today's cumbersome regulatory stnic 
ture can range from U.57o to almost r ; of a 
ompany s noninterest expenses. Elimi- 
nating these costs under a nationwide 
banking scheme could save multistate 
banks anywhere from S2 billion to S4 bil- 
lion over five years. And these savings, in 
turn, are dwarfed by those that will come 
:rom the nationwide consolidation of oper- 
ltions. 

Boosting Service 

Customer service could also improve 
dramatically if both houses of Congress 
lollow the lead of their Banking Commit- 
tees and pass the interstate banking legis- 
lation. Sen. Christopher Dodd ID.. Conn i 
lias noted that GO million Americans live in 
metropolitan areas that cross state lines. 
Another four million commute each day 
across state lines. They and countless 
Americans who travel daily are deprived 
of service by truly national banks because 
of restrictive laws with no counterpart in 
the rest of the industrialized world. 

Enacting the interstate banking bill will 
not only make basic financial services 
more convenient and more pnce competi- 
tive. but will also make a broader array of 
services -from new annuities and mutual 
funds to an expanded loan menu -avail- 
able to customers. 

More broadly, nationwide banking is 
good for the U.S. economy. It will facilitate 
the free flow of capital to the highest value 
return -the most efficient use of re- 
sources -and encourage the creation of 
strong, financially stable financial serv ice 
providers across regions. Any final law 
also must provide for full national treat- 


ment for foreign banks that serve U.S. cus- 
tomers. 

Consumers and businesses in Texas 
and New England can tell you what local 
economic downturns mean for the conduct 
of their financial affairs. Geographically 
constrained banks can fail and basic fi- 
nancial services can become disrupted, 
with negative consequences for the real 
economy. These conditions are only exac- 



Under today’s cumber- 


some regulatory structure, 
the costs of interstate banking 
range from 0.5 % to 1 % of a 
company's noninterest ex- 
penses. Nationwide banking 
t nuld save S2 billion to $4 bil - 
l ion over five years. 


r-r bated by the Great Depression-era re 
stnctions on interstate banking, which 
prevent strong, diversified banks from 
lending their capital strength across re- 
gions in times of financial need. 

A recent study by the Federal Reserve 
Bank ot Boston shows the unfortunate re- 
sults of not having had full interstate bank- 
ing in New England. According to Boston 
Fed 1 ’resident Dick Syron. the economic 
>hock to New England in recent years 
.vould have been less severe if regional 
hanks had been better diversified across 
<tau» lines. 

Moreover, all of the top federal banking 
regulators have testified repeatedly that 
nationwide banking reform would help to 
diversify institutions geographically and 
consequently help to lower their individual 
risk profiles. Former Federal Deposit In- 
surance Corp. Chairman Bill Seidman 
views nationwide branching and banking 
reform as a good way to reduce the risk of 
potential loss to the FDIC and American 
taxpayers. 

The benefits will be especially great for 
business. Occidental Petroleum Co., a For- 
tune 100 corporation, has testified before 
congress that it expects to save .V" to 4 "< 
<m its total banking costs because of na- 
tionwide branching benefits. The trea- 
Miries of all U.S. companies will benefit 
from a reduction in fees that will come 
from rebidding business based on a na- 
tionwide or expanded regional basis and 
reducing the number of banking relation- 
>!ups. 


Will nationwide banking pull deposits 
out of small rural communities with a gi- 
ant sucking sound? Absolutely not. if cur- 
rent trends are any indication. The 182 
multistate bank holding companies (which 
employ more than 900,000 people) make 
70% of all loans today. These companies 
have a higher loan-to-deposit ratio than 
their noninterstate brethren: Interstate 
banks lend 84 cents for every dollar on de- 
posit, while noninterstate banks lend only 
67 cents on the dollar. The experience of 
states like California and New York that 
already allow interstate banking confirms 
that larger financial institutions do not ne- 
glect small communities or drive local 
banks out of business. 

Federal Reserve Chairman Alan 
Greenspan has summed up the benefits of 
interstate banking: Authorization of in- 
terstate banking is. in effect, a more effi- 
cient use of capital and a capital-building 
step by reducing banks costs. . . . What in- 
terstate promises is wider consumer 
choices at better prices and. for our bank- 
ing system, increased competition and ef- 
ficiency. the elimination of unnecessary 
costs associated with the delivery of finan- 
cial services and risk reduction through di- 
versification. ” 

What is needed now is leadership from 
President Clinton. Senate Majority Leader 
George Mitchell and House Speaker Tom 
Foley to ensure a ' fast track’* for the 
banking bills and passage by Memorial 
Day. 

No Amendments 

The congressional leadership' should 
also encourage members to withhold all 
extraneous amendments in an effort to en- 
sure passage of this pro-consumer legisla- 
tion. Such amendments were shot down in 
the House and Senate Banking commit- 
tees. but various special interests are 
likely to try again when the bills come to 
the floor. It would be u supreme irony if ex- 
traneous provisions c aused the defeat of a 
truly market-driven, consumer-conve- 
nience bill. 

But there are some useful amendments 
that should be added. As currently drawn, 
both bills delay their full benefits through 
some cumbersome provisions. One sec- 
tion. for example, allows states to opt out 
of interstate banking atter two to three 
years. Another forces an IS-month wait for 
banks to consolidate branch networks. 
These measures make no economic sense. 
They ought to be deleted -today. 

A recent study by McKinsey s Global 
Institute has shown that U.S. banks are 
now the most productive in the world. Us- 
ing the U.S. as a benchmark. U.K. banks 
are only 64' ^ as productive and German 
banks are only 68% as productive in the de- 
livery of payment, deposit and credit ser- 
vices. With the advent of true nationwide 
banking, the U.S. could leap even further 
ahead. 


Mr. Wilson is a consul hint in the Wash- 
nintoii. D.C.. of ti tv or Mt Kinsni t (- Co. 
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Va. Man Says He Arranged Illegal Loans 

FBI Case Involves More Than $700,000, Bribes, Two Suicides 


By Bill Miller 



A Mcfcfean loan broker pleaded 
guilty yesterday to a federal charge 
of bank fraud and said he paid 
$14,000 to the vice president of a 
Northern Virginia bank who helped 
. him. arrange phony bans. 

Bassam Haje, 47. agreed to co- 
operate with prosecutors and FBI 
agents in unraveling a scheme in 
which he. his partner and others 
allegedly obtained more than 
$700.000. in bans by using fraud- 
ulent papfers and, in some cases, 
bribing Jtfhkers with cash, sex and 

other giffl- 

Haje’s appearance in U.S. Dis- 
trict Court in Alexandria was the 
latest twist in an unusual case. Twc 
men involved in the dealings appar- 
ently committed suicide, one after 
testifying recently that he had ap- 
proved bad loans to Haje's partner. 
KJ. Ridler, in return for money, sex 
and a watch. 

Ridler. 38. has not been charged 
in the case. No one answered the 
phone at her business yesterday, 
and she' did not return a message 
left at her home. 

Assistant U.S. Attorney Joseph J. 
Aromca said in court yesterday that 
Haje has M cooperated fully" with 
investigators since his arrest last 
month. 

As part of an agreement with 
prosecutors. Haje agreed to testify 
before a grand jury investigating 
the case and to provide the govern- 
ment with documents, records and 
other materials that are tied to the 
loans. 

Ridler and Haje were partners at 
Nova Funding/Consulting Inc., a 
McLeaaJirm that obtained bans 
and uns&ured lines of credit for 
clients jC return for a fee. In the 
case of jhe bogus bans. Ridler. 
Haje and others split the proceeds 
and often channeled kickbacks to 
bankers, the FBI said. 

In court papers. Haje said he paid 
$14,000 "to Kent Larson, a vice 
president of NVR Savings Bank, in 
return for Larson's approval of nu- 
merous loans. Larson. 40. NVR's 
vice president in charge of consum- 


er lending, has not been charged in 
the case. The bank placed him on 
administrative leave last month. 
Larson, of Alexandria, did not re- 
turn a telephone message left at his 
home yesterday. 

Bank officials declined to com- 
ment yesterday. 

Haje acknowledged taking part in 
obtaining nearly $200,000 in phony 
loans from NVR since October. The 
bans typically were issued in the 
names of people who had no idea 
their names were being used, the 
FBI said, and relied upon false tax 
statements, false employment rec- 
ords and forged signatures. 

Haje said he paid Larson on five 
occasions, including $2,000 in $100 
bills for a trip to Atlantic City, the 
court papers said. He joined Larson 
'on the trip and gave the banker 


$1,000 more at the resort, the pa- 
pers said. 

Haje. of Fairfax County, said 
nothing during his appearance yes- 
terday before U.S. District Judge 
Claude M. Hilton. He is being held 
without bond at the Alexandria jail 
and faces up to 30 years in prison 
and a $1 million fine. 

One of the apparent suicide vic- 
tims was Kenneth R. LeBrun. 41. of 
RhoadesviUe, Va., a vice president 
of Federal Savings Bank of Virginia, 
who pleaded guilty to a bank fraud 
charge last year; he was found dead 
Aug. 7, apparently of a drug over- 
dose. The other dead man was Ho 
Y. You, 56, of McLean, a former 
co-worker of Ridler’s who the FBI 
said killed himself Feb. 19 after his 
name was discovered on what al- 
legedly was an illicit loan. 
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RJC 


RESOLUTION TRUST CORPORATION 

Resolving The Crisis 
Restoring Tb« Confidence 


Sealed Bid 


Marine Facility 

Riviera Beach, FL 

• ± 3 acres land • 2-story office / warehouse 
• 3, 1 -story buildings • 2 piers with 200-foot decks 
• Zoned CM with working waterway 

Brochure #737 

Viewings: M arch 17 & 29 « 11AM - 1PM 

This property Is appropriate for aH Investors Including 
small Investors or small Investor groups. 

Broker Participation Welcome 

RTC seller financing will be 
majde available to qualified Investors. 

Bid Deadline: 

April 1 2, 1994 » 3 P M CST 

To request specific information, please call: 


1-800-747-3342 Ext 330 


Coordinated by the RTC Kansas City Sales Center and 
National Real Estate Clearinghouse. JV. 

Event ID Number: 730-0367 


9 ! 
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RESOLUTION TRUST CORPORATION 

Resolving Hie Crisis 
Restoring Hie Confidence 
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B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

DOCUMENT (title/description/date) 

"SUMMARY/BID INFORMATION SHEET - ANTICIPATED THRIFT FAILURE" regarding Madison; conatins 
memo to Seidman, Bovenzi, et al. from J. Paul Ramey (RTCDC) [11/16/90] 

"ASSET VALUATION REVIEW" memo regarding Madison to William H. Roelle (RTCDC) from David H. Nielsen 
(RTCKC) [11/09/90] 

M. MCGARRY KANSAS CITY VISIT ON 12/30/93 

"REOMS REPORT FOR INST /T7236" listing of all real estate owned properties attributed to Madison [12/29/93] 

"CONTRACT INFORMATION" from inception to date for Madison [12/27/93] 

"INSTITUTIONAL CASE LISTING" for Madison [12/21/93] 

"SUMMARY OF CONTRACTING ACTIVITY" for Madison; status of all contracts; contract information; list of firms 
providing services to the RTC relative to Madison [12/27/93] 

"ADJUSTMENTS TO STATEMENT OF CONDITION" lists beginning balances, adjustments (debits/credits), and 
adjusted balances for Madison assets and liability & equity capital [??/??/??] 

"PRO FORMA STATEMENT - ASSUMING INST." lists asset and liabilities & equity capital amounts for Madison 

[99/79/97] 

"PRO FORMA STATEMENT - RTC" lists asset and liabilities & equity capital amounts for Madison [12/05/90] 

"INSTITUTION G/L RECONCILIATION WORKSHEET" [12/05/90] 

"PRO FORMA ADJUSTMENT LISTING" [12/05/90] 

"PRO FORMA ADJUSTMENT REGISTER" [12/05/90] 

"PRO FORMA INS. - P&L ADJUSTMENT REGISTER" [12/05/90] 

•CONFIRMED WIRE WORKSHEET SUMMARY" for Little Rock and Bald Knob Agents; breakdown of liabilities 
assumed, assets purchased, premiums, etc. [11/30/90] 
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RELEASED 

BY 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

B. HINTON 

DOCUMENT (title/description/date) 

"FINAL WIRE AND CONFIRMATION SUMMARY" breakdown between confirmed balances, Little Rock agent, 
Bald Knob agent, and RTC/FDIC. [??/??/??] 

"LOAN PRICE ADJUSTMENT CALCULATION" for Central Bank and Citizens Bank [11/30/90] 

"DACS ADJUSTMENTS TO STATEMENT OF CONDITION" lists asset and liabilities & equity amounts [12/05/90] 

"DACS PROFORMA STATEMENT - RTC" lists asset and liabilities & equity capital amounts for Madison [12/05/90] 

"DACS RECONCILIATION WORKSHEET" [12/05/90] 

"DACS ADJUSTMENT LISTING" [12/05/90] 

"DACS ADJUSTMENT REGISTER" 12/05/90] 

"DACS INST P&L ADJUSTMENT REGISTER" [12/05/90] 

•INQUIRY FROM REP. RAY THORNTON" to Roger C. Altman RTCDC regarding Laurence B. DeGroat, with 
attached constituent letter [12/06/93, 11/23/93] 

•INQUIRY FROM SEN. DAVID PRYOR" to Bowen Hinton RTCKC, with attached constituent letter [12/08/93, 
11/23/93] 

"LETTER TO ROGER C. ALTMAN" [10/14/93] 

"LETTER TO SEN. DAVID PRYOR" from J. Paul Ramey RTCKC [08/29/93] 

•INQUIRY FROM SEN. WILLIAM S. COHEN" to Roger Altman RTCDC [11/03/93] 

"INQUIRY FROM SEN. WILLIAM S. COHEN" RTC summary with incoming and outgoing letters [11/16/93] 

"INQUIRY FROM SEN. GEORGE J. MITCHELL" with fax cover sheet, and response from Dennis Cavinaw RTCKC 
[11/03/93] 

"INQUIRY FROM SEN. DAVID PRYOR" to Randall McFarlane RTCDC, with response from Dennis Cavinaw 
RTCKC [05/13/93, 07/24/93] 
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DOCUMENT (title/description/date) 

"SUMMONS: FEDERAL HOME LOAN MORTGAGE V JOHN M. LATHAM, ET AL" STATE OF ARKANSAS 
TO MADISON GUARANTY MAILED [3/15/93] 

"PLAINTIFF ORIGINAL COMPLAINT", RTC AS RECEIVER FOR MADISON GUARANTY V. JOHN AND 
MARY MARGARET LATHAM FILED [12/31/90] 

"JAMES BERT MCDOUGAL BANKRUPTCY CLAIM" [1/29/92] 

"JAMES BERT MCDOUGAL BANKRUPTCY - PROOF OF CLAIM" [1/21/92] 

"JAMES BERT MCDOUGAL BANKRUPTCY NOTICE OF COMMENCEMENT OF CLAIM" [10/7/91] 

"FORECLOSURE DECREE" MADISON GUARANTY V. JAMES B. MCDOUGAL AND SUSAN H. MCDOUGAL 
FILED [1/15/88] 

"FORECLOSURE DECREE" MADISON GUARANTY V. JAMES B. MCDOUGAL AND SUSAN H. MCDOUGAL 
FILED [1/15/88] 

"COMMISSIONER’S DEED" AND "ACKNOWLEDGEMENT" [3/4/88] (2 COPIES) 

"THE JIMBO COMPANY: RECORDED MORTGAGE/LOAN MODIFICATION AGREEMENT BY MADISON 
GUARANTY SAVINGS AND LOAN ASSOCIATION" FILED & RECORDED [4/6/89] 

"JIMBO COMPANY MORTGAGE WITH POWER OF SALE" [3/10/89] 

"MORTGAGE OF JIM GUY TUCKER AND BETTY TUCKER" [12/3/85] 

•MORTGAGE OF JIM GUY TUCKER AND BETTY TUCKER LOAN MODIFICATION AGREEMENT" [3/7/86] 

•PEACOCK BROTHERS: MORTGAGE FORECLOSURE" "PETITION FOR FORECLOSURE AND LIS- 
PENDENS" FILED BY TURNER & MAINARD ON BEHALF OF BANK OF OZARKS" "LETTER TO RTC AS 
RECEIVER" [6/27/91]" 

•PEACOCK BROTHERS: MORTGAGE FORECLOSURE SUMMONS" [6/27/91] 

"BANK OF OZARKS VS. PEACOCK BROS., INC. PETITION FOR FORECLOSURE" [6/21/91] 
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DOCUMENT (title/description/date) 

-FINANCIAL STATEMENT FILING" [1/9/89] 

-MORTGAGE WITH POWER OF SALE B/N PEACOCK BROS., INC. AND BANK OF OZARK", 
•ACKNOWLEDGMENT AND CERTIFICATE OF RECORD" [6/6/84] 

"MORTGAGE RENEWAL AGREEMENT B/N PEACOCK BROS., INC. AND BANK OF OZARK" [1/17/90] 

"LETTER FROM TURNER A MAINARD FOR BANK OF OZARK TO PEACOCK BROS., INC. RE: DEFAULT 
AND MORTGAGE FORECLOSURE PROCEDURES" [5/1/91] 

"LETTER FROM TURNER A MAINARD FOR BANK OF OZARK TO PEACOCK BROS., INC. RE: DEFAULT 
AND MORTGAGE FORECLOSURE PROCEDURES" [5/1/91] 

•REDEMPTION DEED BY COMMISSIONER OF STATE LANDS" A "CERTIFICATE OF RECORD" [2/14/91] 
FILED [2/19/91] 

"REDEMPTION DEED BY COMMISSIONER OF STATE LANDS" & "CERTIFICATE OF RECORD" [2/14/91] 
FILED [2/19/91] 

"DEMAND NOTE B/N CHA-RA-KE CORPORATION AND MARY PEACOCK" [12/18/87] 

"DEED OF TRUST B/N CHA-RA-KE, INC. AND MARY PEACOCK" AND "ACKNOWLEDGEMENT" [12/19/87] 
FILED FOR RECORD [6/26/90] 

•CORPORATION WARRANTY DEED B/N CHA-RA-KE, INC. AND PEACOCK BROS., INC." AND 
"ACKNOWLEDGEMENT" [6/5/84], FILED FOR RECORD [6/6/84] 

"ANSWER TO PETITION FOR FORECLOSURE BY RTC AS RECEIVER FOR MADISON GUARANTY RE: 
BANK OF OZARK VS. PEACOCK BROS., INC." [7/17/91] 

"SUMMONS BY BANK OF OZARK V. PEACOCK BROS., INC; CHARLES J. (IV) A TERRI PEACOCK; RALPH 
J. PEACOCK; CHARLES J. (HI) A JUDY PEACOCK; KENNETH RAY A DENISE PEACOCK; MARY 
PEACOCK A SPOUSE; MADISON GUARANTY; R.M. WEAVER; CHA-RA-KE, INC. AND CITIZENS BANK 
OF BALD KNOB, ARK." [7/1/91] 

"US-PENDENS, BANK OF OZARK V. PEACOCK BROS., ET AL" [6/27/91] 
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C. CARTER 
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C. CARTER 

C. CARTER 

C. CARTER 

C. CARTER 

C. CARTER 

C. CARTER 

C. CARTER 

DOCUMENT (title/description/date) 

"US DISTRICT COURT, IN THE EASTERN DISTRICT OF ARKANSAS WESTERN DIVISION, SETH WARD 
VS. RTC, AS CONSERVATOR FOR MADISON GUARANTY & MADISON FINANCIAL (NO.LR-C-89-8070: 
TRANSCRIPT OF HEARING BEFORE THE HONORABLE STEPHEN M. REASONER, US DISTRICT JUDGE." 
[10/30/89] 

-ARKANSAS COURT OF APPEALS, RTC AS CONSERVATOR... V. SETH WARD, APPELLEE - LAW OR 
CHANCERY MANDATE* [10/25/89] 

-PLAINTIFF’S EXHIBIT 12 (87-7580): BUSINESS INVESTMENT LOAN DOCUMENT" [10/15/85] 

-DEFENDANT’S EXHIBIT: LETTER FROM SETH WARD TO JIM MCDOUGAL RE: PROPERTY COMMONLY 
REFERRED TO AS ALL LAND OWNED BY INDUSTRIAL DEVELOPMENT CO." [9/24/85] 

-DEFENDANT’S EXHIBIT 5 (87-7580): LETTER FROM SETH WARD TO JIM MCDOUGAL MARKED ’VOID” 
[9/24/85] 

-PLAINTIFF’S EXHIBIT 4 (87-7580): LETTER FROM SETH WARD TO JIM MCDOUGAL RE: PROPERTY 
COMMONLY REFERRED TO AS ALL LAND OWNED BY INDUSTRIAL DEVELOPMENT CO. AND CERTAIN 
IMPROVEMENTS THEREON, AGREEMENT" [9/24/85] 

-ADDENDUM TO AGREEMENT B/N SETH WARD & JAMES B. MCDOUGAL" [9/24/85] 

l 

•MADISON FINANCIAL CORP. COMMISSION ACCOUNT - DUE SETH WARD RE: SALE OF PROPERTY 
ACQUIRED FROM LITTLE ROCK INDUSTRIAL DEVELOPMENT CO. SIGNED BY JAMES B. McDOUGAL. 
DEFENDANT’S EXHIBIT 15" [7/10/86] 

-BLANK PAGE- 

-SETH WARD LOAN HISTORIES CHART, DEFENDANT’S EXHIBIT 27" 

-WORKSHEET: COMMISSION ACCOUNT - DUE SETH WARD" [7/1/86] 

-OPTION TO PURCHASE REAL ESTATE GRANTED BY SETH WARD AND WIFE, YVONNE ANNA WARD, 
TO MADISON FINANCIAL CORP. " [5/1/86] 
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02/03/94* "LAWRENCE F. BATES (HOPKINS, SUTTER, HAMEL & PARK), OF COUNSEL, LTR. TO PAUL JEDDELOH, C. CARTER J. SEIDEL 

ESQ., FDIC ATTACHING DOCUMENTS FOR REVIEW" [8/16/89] 

02/03/94* "US COURT OF APPEALS, 8TH CIRCUIT, NO. CA 89-1980EA, WARD V. FDIC AS CONSERVATOR: FSLIC’S C. CARTER J. SEIDEL 

OPENING BRIEF FOR APPELLANT" 
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lanital States Senate 

COMMITTEE ON BANKING, HOUSING. AND 
URBAN Af FAIRS 

WASHINGTON. DC 20610-6078 


February 18, 1994 


Mr. RoJfeer Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altman: 

Please provide the following: 

1) A copy of any review that the RTC prepared, or had prepared, 
pertaining to potential conflicts-of-interest that may have existed in 
connection with the Rose Law Firm and Madison Guaranty; 

2) Copies of all recusal letters and ethics agreements entered into by 
Albert Casey and yourself. 


Please provide these materials as soon as possible, and as they become 
available for delivery. If you have any questions regarding this request. Mr 
Nappi can be reached at (202) 224-3737. 


Sincerely, 



i M. D'Amato 
Ranking Republican Member 
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Idnitd States Senate 

COMMITTEE ON BANKING. HOUSING. ANO 
URBAN AFFAIRS 

WASHINGTON. OC 20510-6075 


February 18, 1994 

Mr. Roger Altman 
President and 

Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20484 

Dear Mr. Altman: 

Please provide to my staff copies of all the documents pertaining to 
Madison Guaranty Savings and Loan ("Madison”), including all subsidiaries of 
Madison, that are currently in the possession, or subject to the control, of the 
Resolution Trust Corporation ("RTC"). In addition, please forward the names 
and titles of all RTC employees that are involved in any review or 
investigation of the Madison Guaranty matter. Should the RTC refuse to 
release any documents, please provide, in writing, a summary index of 
documents that the RTC refuses to provide as well as an explanation of the 
grounds alleged for that refusal. 

Please forward this information to Douglas Nappi, at the Senate 
Committee on Banking, Housing and Urban Affairs, 584 Dirksen, Washington, 
DC 20610. Mr. Nappi can be reached at 202*224-1577. 

Thank you in advance for your assistance. 

Sincerely. ^ 

Au&ase M. D* Amato 
United States Senator 
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Office of Thrift Supervision 
Department of the Treasury 

! 700 C Street. N.W.. Washington. D.C 20SS2 • (202) 906-6590 


March 28 , 1994 


The Honorable Janes A. Leach 
Ranking Minority Member 

Committee on Banking, Finance and Urban Affairs 
United states House of Representatives 
Washington, D.C. 20515 

Dear Congressman Leach t 

I am writing to follow up on my letter to you of 
March 25 , 1994, and to respond to your letter of March 23, 

1994, which requests “all documents related to Madison and its 
subsidiaries in order to prepare for the upcoming hearings on 
the Madison/Whitewater circumstance. " 

I have, of course, followed closely the activity in 
Congress regarding oversight of the Madison matter. As I have 
stated in my earlier letters, the agency's policy on the 
release of examination and supervision documents, as well as 
other confidential or privileged material, hinges on the 
exercise of the Congress' authority to request documents. 

House Resolution 394 suggests that the House may be 
prepared to exercise or delegate such authority. Based on the 
language of the resolution and the floor discussions, however, 

I believe that we must await specific instruction from the 
House or a duly authorised committee before making non-public 
documents available. 

Resolution 394 expresses the sense of the House that the 
House leadership "should meet to determine the appropriate 
tim e table, procedures, and forum for appropriate Congressional 
oversight." The resolution does not specify how this 
oversight is to be exercised or by which committee. As one of 
the sponsors of the resolution explained, H [i]t is unclear at 
this point the forum, it is unclear exactly how these could be 
structured, it is unclear as to exactly what would be included. 
These are all issues that have to be discussed and decided." 

140 Cong. Rec. H1812 (remarks of Congressman Gephardt). The 
possibility remains that the House "may not be able to agree on 
how to do that." Id. Recognizing that the House presently 
intends to exercise its oversight authority with regard to 
Madison matters, I believe it most appropriate to wait until 
the House has identified how its oversight will be exercised 
before responding to requests based on Resolution 394. 


Director 
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With regard to the Banking Committee's oversight 
hearings on the Thrift Depositor Protection Oversight Board, 
section 21A(k) (6) requires the Board to appear before the 
Committee, but that can only happen when the Chairman 
determines to call such a hearing. The Chairman has 
indefinitely postponed the hearing scheduled for March 24. We 
note that in the debate on Resolution 394, there was a 
commitment to carry out as soon as practicable the hearing "on 
oversight of the Resolution Trust Corporation." 140 Cong. Rec. 
H1812 . we do not believe we are in a position to respond to 
any requests relating to that hearing until the Chairman has 
set a new date for the hearing. It is also unclear from 
Resolution 394 whether that hearing is subject to the 
negotiation process for determining "the appropriate timetable, 
procedures, and forum" for oversight of matters relating to 
Madison. 


Please be assured that we have collected the documents 
that are covered by your request and that once either the House 
or the Banking Committee determines the course by which it will 
conduct its oversight of matters relating to Madison, we will 
make these documents available to those committees or Members 
to whom the House's oversight authority has been delegated. 

Your March 23 letter also requests the names and titles 
of all OTS employees involved with the supervision of Madison. 
In February, we provided your staff with two lists of former 
Federal Home Loan Bank Board and Federal Home Loan Bank 
personnel who supervised or examined Madison. If additional 
information is required in this regard, please have your staff 
contact us. 


Sincerely, 


WlL.i'Uk 

Inathan L. Fiechter 
cting Oirector 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONI HUNORED THIRD CONGRESS 
2128 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20B1B-S0S0 

TELECOPY MESSAGE 
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MINORITY STAFF FAX # (202) 225-5272 

BANKING, FINANCE AND MAIN # (202)226-3241 
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607 O’NEILL BUILDING 

WASHINGTON, D.C. 20515 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2120 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20510-4000 


April 11, 1994 



Elian B. Kulka, Esq. 

General Counsel 
Resolution Trust Corporation 
801 17th Street, N.W., Rm. 1025 
Washington, D.C. 20434 

Office of the Secretary 
FOIA/PA Branch 
International Place 
1735 North Lynn Street 
Rosslyn, VA 22209 

Ret Freedom of Information Aot/Privaoy Aot Appeal 
Dear Me . Kulka : 


Pursuant to the Freedom of Information Act ("POIA”) , 5 U.S.C. S552, 
and C.F.R. §1615.7, please consider this letter to be an appeal 
from the denial by the Resolution Trust Corporation ("RTC M ) of my 
request for documents that are in the possession of the RTC and 
related to Madison Guaranty Savings and Loan and it subsidiaries. 
The nature of the documents requested and the reasons, I believe 
denial is in error are set out in the correspondence attached 
hereto. 

Given the extensive correspondence that has already occurred on 
these issues, I respectfully request that Z be advised of the 
disposition of my appeal no later than noon on Wednesday, April 13, 
1994. 



Attachments 

cc: Mr. Roger Altman 

Interim Chief Executive Officer 
Resolution Trust Corporation 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNOREO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20916-4060 


December 9, 1993 



The Honorable Roger C. Altman 
Interim Chief Executive officer 
Resolution Trust Corporation 
15th and Pennsylvania Avenue, N.W. 

Washington, D.c. 20220 

Dear Mr. Altman; 

I am writing in reference to the House Banking Committee Minority 
investigation of the failure of Madison Guaranty Savings and Loan 
(Madison) . As you know, Madison was taken over by federal 
regulators in March of 1989 and resolved by the Resolution Trust 
Corporation (RTC) in November, 1990. 


To assist in this investigation, I request that the RTC provide 
access to all documents related to Madison and its subsidiaries. 
Such documents would include, but not be limited to, administrative 
files, examination reports, interoffice memorandum, notes and 
minutes of meetings (including telephonic meetings), 
correspondence, electronic mail, and agreements the RTC entered 
into with private sector contractors during the resolution of 
Madison. In addition to documents in possession at RTC-Wasningtcn. 
I request access to all documents related to Madison held at RTC 
field offices. Furthermore, please provide the names and titles 
of all RTC employees involved with the disposition of Madison. 


Please have your staff contact Mike McGarry at 202-225-2258 to 
discuss arrangements to review the aforementioned documents as soon 
as possible. 


I appreciate your assistance and look forward to your cooperation. 


Sincerely, 


James* A. Leach 
Ranking Member 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20515-6060 

February 3, 1994 



. I MS IIMI4I 


Mr. Roger C. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altman: 

I am in receipt of your February 1, 1994 response to the letter 

initiated by senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies" with regard to 
Madison's failure. It seems self -apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the white House to the Justice Department. 

In its investigation of !!adison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Not only did James and Susan McDougal 
hold significant ownership interest in both entities (approximately 
two thirds in Madison and one half in Whitewater) , but the other 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. (See the attached memo.] 

If the White House chooses to use the Justice Department to shield 
Whitewater documents not only from the public and Congress, but 
from other government agencies, such as the RTC, which have 
legitimate public law enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
presidentially appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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Mr. Roger C. Altman 

Page 2 

February 3 , 1994 


not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However , it has been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, lav enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, I would urge that you request from the Department of 
Treasury's General counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. . 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President.* Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against S&L wrongdoers. As you pointed out in your most 
recent letter, this extension "has afforded the RTC an opportunitv 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clesrly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reiterara my request, pursuant to Rules X 
and XI of ths House Rules for all documents related to Madison 
Guaranty Savings and Loan. Little Rock, Arkansas. As you know, 


<• 2 .© 73 



4614 


Mr. Roger c. Altman 

Page 3 

February 3, 1994 


on December 9, 1993, I wrote the RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and committee Rules, House practices, and judicial precedent 
support tna proposition the Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
chairman of the committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 


Sincerely, 

A. LEACH 
RanWng Member 


JAL:gp 

Enclosure 
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U.S. HOUSE OP REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2121 RAYBURN HOUSI OFFICE BUILDINO 
WASHINGTON. DC 20B1B-BOSO 

March 7, 1994 



Mr. John E. Ryan 
Deputy CEO 

Resolution Trust Corporation 
15th & Pennsylvania Avenue, N.W. 
Washington, DC 20220 


Dear Mr. Ryan: 

As you are aware, on December 9, 1993, 1 requested your agency to provide the House 
Banking Committee with access to documents concerning Madison Guaranty Savings 
and Loan and its subsidiaries. I was very disappointed to receive your letter of 
February 7, 1994, asserting that you could only provide me with documents available to 
any member of the public under the Freedom of Information Act As we have 
previously informed you, the D.C. Circuit has specifically held that even if disclosure is 
made to an individual member of Congress acting in an official capacity, an agency 
does not thereby waive the privileged status of its documents. See Murnhv v. 
Department of the Army. 613 F. 2d 1151 (D.C. Cir. 1979). As you know, I have in 
fact requested that the information be made available to me for use by the Banking 
Committee as a whole. The Murphy decision leaves no doubt that disclosure for these 
purposes does not constitute a waiver of agency privileges. Despite my staffs offer to 
discuss appropriate terms regarding confidentiality for specific documents, you have 
nevertheless denied access to all non-public information. 

The agency’s position requires me to consider resort to other measures for obtaining 
access to this information, which is urgently needed for the performance of Committee 
functions. I would accordingly appreciate it if you would confirm by letter on or before 
March 11, that you do not intent to comply with this request for information, and that I 
do not have any further recourse within the agency for obtaining access to this 
information (under the terms of FOIA or otherwise). 
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I appreciate your assistance and hope that the agency will reconsider its position and 
now provide the cooperation that is required under the circumstances. 


Sincerely, 



JAL:jlsd 

cc: General Counsel 

Office of the Secretary 
FOIA/PA Branch 
International Place 
1735 North Lynn Street 
Rosslyn, VA 22209 


The Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance 
and Urban Affairs 

2413 Rayburn House Office Building 
Washington, DC 20515 


\ZOl<o 



Xerah u, 1994 



r~a w rftjhg In response to your letter* dated March 7 and 8, 
BW, r«tt»ratlj^ your raquaat that tha RTC provide certain 
4e « sre ts and rew o r d* u part of your investigation of tha 
failure of M adia on Guaranty Savings and Loan. Your Karoh 7th 
letter wee in response to our aarliar latter of February 7, 1994, 
in which we indicated that unfortunately the RTC oould afford you 
ae fweewer aeoeee than would be available to the general public 
a«»4er the m«4w of Information Aot. I note that the Karoh 9th 
lett er repeated that aona of tha sane information previously 
^*«wr»e stalled to you in conjunction with the up-eoning 
HirtiPWil FTC wtnlght Board Haarlngi. 


yarding your Uttar © f Kerch a, l$04, i have just received tha 
ateileenid better* da tad Karoh 10. 1004 , from chairman Gonitis I 
iimll eating that tha Committee la not conducting on invsstigative 
hear ing* Thtrtfora^ tha records raquaat vaa mada In your 
liafl riou ar capacity aa a member of Congress and not on bahaif of 


™ —aw — JBla rn concur with your conclusion that an Individual 
member af Congress haa tha lagal right to unlimited eooeaa to any 
aMACy record# regard lass of lte privileged or confidential 
statue* Consequently, ve will oontinue to provide you with 
docu ments' or portion* of dooument* that vould be available to tha 
p dflloi Alth ough this may be deemed to be a final agency 
gW tWjltail w the statue of your request for access to FTC 
S&6vdM f 1st me assure you that tha RTC is making every effort to 
"" ,1B "Itt you and will continue to make documents available 
tt am th ey have been reviewed for public disclosure. 

* 1 ants were sent to your staff this “ 
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Your latter indicated you wanted to know wftat further reoouree 
m had te abtito "aoceae to this Information (under the terms of 
th* rath or otherwise)." A party, who hae been denied ecoeee to 
records pursuant to the FOXA, hae the right to appeal that 

with la-thirty day# of the initial denial to the Offioe 
•41 the g£e.'s General counsel (12 C.K.R. S l«i».7). 

* MS hope tflia Intimation is of aasistanoe to you. 

^ sincerely, 



Deputy CEO 







Oversight Board 

808 17th Strict N.W. 
Washmjton, D.C 20232 
(202)416-2650 


Facsimile Transmission 

Daxei 

£lL \LWuj 

From: 

Maryann Kaswell, Associate General Counsel 

Phone 

(202) 416-2607 

Fax: 

(202) 416-2635 

To. 

KluJld—^- 

Fax: 

■ UK. 


Message 

difaMujL Qju., 

tfau iMiJ .. ■ 
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MADISON WARANTY S &LZHHIZ5H&IBB 

33. When did the Oversight Board first learn that the issue 
with Madison Guaranty S&L and Whitewater involved the 
President and Mrs. Clinton? 

A. The oversight Board learned about this issue when the 

rest of the general public did, which was reading about 
it in the newspaper. The Oversight Board has no 
authority to be involved in, and it is not responsible 
for v case-specific natters sueh as the R TC* a crimin al 
re fer r al in Uie w adlson - SSL else: In addition, the 
Oversight Board has never intervened in an RTC irksinal 
cedamsal ~ i c_- > M Jtx i S\ 

34. What has the Oversight Board done to assure that the 
Madison/Whitewater affair is properly investigated? 

a. The oversight Board has no authority to intervene in 

the Madison case. In addition, the oversight Board has 
no information indicating that the RTC's policies 
regarding criminal referrals are being handled 
improperly. We receive regular reports from the RTC 
Inspector General and the GAO regarding RTC activities 
(including criminal referrals) and thosa reports have 
never raised any criticisms of RTC policies and 
procedures for criminal referrals. 

35. Was the oversight Board aware of the Congress' request 
that RTC provide documentation and other materials 
related to Whitewater for review? 

a. The oversight Board became aware of this request by 
rssding about it in the newspaper. 

36. Did RTC make ail documentation and material available 

5 
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to the Congressional Committee staff charged with 
investigating this issue? 

A. we defer to the RTC since we have no authority 
regarding this matter. 

37. Did the Oversight Board discuss how the RTC should 
release this information? 

A. No. The Oversight Board has had no discussions with 
RTC regarding the Madison case. 

38. Did the Oversight Board at any of its meetings, 
including closed or executive sessions discuss the 
Madison Guaranty S&L or Whitewater issues? 

A. No. 

39. will the Oversight Board provide for the record copies 
of all transcripts, minutes, or notes from its meetings 
or its communication with RTC related to Whitewater cr 
Madison? 

A. Since this matter was never discussed at any open or 
closed meeting of the Oversight Board, there are no 
records available related to Whitewater or Madison. 

40. when did RTC discover that President and Mrs. Clinton 
were involved in the Madison/Whitevater affair? 

A. Defer to RTC. 

41. When did 'RTC refer this case to the Justice department? 

A. Defer to RTC. 

42. Was the referral a criminal or civil referral? 

A. Defer to RTC. 

43. Was the referral made because the President and First 
Lady were involved? What other reasons were given for 
the referral? 

A. Defer to RTC. 


6 
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PROFESSIONAL LIABILIT Y ISSUES: 

28. What changes have occurred in RTC's PLS division to 
enable RTC to do all that It can do to get the money 
back from those who caused losses to the savings and 
loans? 

A. Defer to RTC. 


29. Has Attorney General Janet Reno made you aware of any 
Interest on her part to assure that DOJ pursues the 
crooks and collects on fines and restitution ordered? 

A. On March 15, 199j?, I asked the Justice Department to 
take a fresh look at its efforts to prosecute the S&L 
crooks and to obtain restitutions. On July 7, 1993, I 
received a response that contained the following 
points: 

• Between October 1, 1988 and March 31, 1993, 
the Justice Department had a 96% conviction 

. rate for financial institution fraud cases 
and, of defendants sentenced, a 77% 
incarceration rate. 

• The Justice Department has been criticized 
regarding the collection of court-ordered 
fines and restitution in these cases in spite 
of the fact that there has been general 
agreement among prosecutors, Congress and 
regulators since 1988 that only a fraction of 
losses in thus cases could ever be 
recovered. 

Some of the reasons why this money will never 
be collected are because the money was lost 
through speculative investing, collapse of 
collateral due to land and loan "flips 11 , and 
squandered on lavish lifestyles. It should 
also be noted that much of the money was 
never there to begin with because it merely 
existed "on the books •" 


iZOfZ. 
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U. S. S E N A TOR . 

AID'Am ato Release 

— N E W YORK — — — 

Contacts: Washington » Frank Co k.:, . . 2 02/224-6498 New York * Zenia Mucha » 21 2/736- 3 865~ 

POR IMMEDIATE RELEASE* CONTACT: Frank Coleman 

Friday, January 28, 1994 (202) 224-6498 


MX EXQ3T BANKSNg ftSPURT, I < -AN N ASK FOR SPECIAL MEETING ON .WHITEWATER 
D'AMATO B LASTS RTC FO u ". HOCKING DELAYS" IN RESPONSE TO QUERIES 


WASHINGTON — u.S. Senat-... Alfonso M. D'Amato (R-NY) and all 
eight Republicans on the* . .mking Committee today announced they 
are requesting a special n. •-•ting of the conuuittce to pursue 
hearings or an investig.i: . • -n of the failed Arkansas S&L Madison 
Guaranty and its connect, n r.o the Whitewater Development 
Company . 

D'Amato, the senior i. publican on the committee, said, "We 
have twice requested tha: • ho RTC (Resolution Trust Corporation) 
tell us when the statute* • t limitations expires on civil actions 
against Madison. 

"We have received nothing but shocking delays and still no 
official response to our piests for information, " D'Amato 
added. "Now we learn that i ho civil actions could expire as soon 
as February 28th, and it .:|>|.oars that they are taking little, if 
any action to protect th< • •. . . xpayers and to punish the 
wrongdoers . " 

The Senator noted th.n although the RTC made criminal 
referrals as early as Oci. •!•.«:, 1993, they have been dragging 
their feet on the civil : ■ • i«-. 

"During this critic.: : t uriod, valuable time has been lost. 
This must stop," D'Amato 'urged. 

In a letter to Chaii n:.m Donald Rieglo (D-MI) calling for the 
special meeting — author! /• i under the Senate rules — the Senators 
noted Riegle's denial of .. previous request for hearings over 

matters which are clearly lor the jurisdiction of the Banking 

Committee. 

The rules permit a n: i:.u:ium of three committee members to 
request a special meeting ■ ■ i the committee. If the chairman 
declines within three cai<-clar days to schedule the meeting, than 
a majority of the commit! :nay override the chairman and 
schedule the meeting. 

"The. clock is ticking. The statute of limitations is running 
out," D'Amato stated. "Jum :• u may be denied and the American 
taxpayer left holding the* 

In earlier correspond.:-. o, D'Amato asked both Attorney 
General Janet Reno and R*n ... ring President Roger Altman to seek 
voluntary agreements to w.nv«- the statute of limitations with 
various participants in t- ». • Whitewater matter — including the 
President and Hillary Rodli.uu Clinton. 

A copy of the letter i < chairman Riegle is attached. 
fcOI2894- 


UnHed States Senate • Washington, D.C. 20510 • (202)224-6542 

Regtontl Ortlo** ttwm Vortc (212) 947*7300 / Albany i syraciiM <31S) 423-S471 <aael^i*r(/«e)2€3-5«d«/Bu««lo<7lO)M»»-411t 
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His salary as chairman of the board at 
Maduon was S50.000 a year. 

McDougai did use Madison’s postage 


and reimbursed (be SAL for about S500 
worth of postage. The pracoce is legal. 

McDougai ran against Hammer- 
scbmidt for die seat once held by J. Wil- 
liam Ful bright (D), who had previously 
employed both McDougai and Clinton. 
And Chain hunseif had ran for (be seat 
in 1974. 
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nrn States Senate 

COMMITTEE ON BANKING. HOUSING. ANO 
URBAN AFFAIRS 
WASHINGTON. DC 206 10-4078 


March 7, 1994 


TO: Peter Knight - RTC 

fax 416-2432 

FROM: Kelly Gardes, Senate Banking, Housing, and Urban Affairs Committee 

phone (202) 224-1568 fax (202) 224-5137 

RE: Post-hearing questions from the February 23, 1994 hearing on the semi- 

annual report of the RTC Overvight Board. 


There may be more questions submitted at a later date. 1 will call and let you know 
should that occur. 

Please call me if you have any questions. Thank you. 


ItogS 
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flnftefl States Senate 

COMMfTTII ON BANKING. HOUSING. ANO 
URBAN AFFAIRS 

WASHINGTON. DC 20B10-B079 


March 7. 1994 


The Honorable Roger C. Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
1801 Seventeenth Street, NW 
Washington, DC 20434-0001 

Dear Mr. Altman, 

Thank you for testifying at this Committee*® February 9A, 1994, hearing on the semi- 
annual report of the RTC Oversight Board. 

It would be greatly appreciated if you would havo your responses formatted in the 

following manner: 

(1) Please title your responses indicating which Senator asked the question 
(e.g., "Questions from Chairman Riegte ). 

(2) Set forth the question, then the answer to it, and single-space both 
questions and answers. 

(3) Indude the number of each question and answer (e.g., "Q.l." and "A.I."). 

(4) Do not use all capitals. 

Plooso eond your reply to Kelly Cordee, the Committee's chief cleric. She will 
transmit copies of your response to tho Committco'e publication office. 

If you have any questions please contact Ms. Cordes at (202) 224-1568. 



Enclosure 
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Written Questions for the Record, Submitted by Senator Riegl 


SfflBiaaaial Appearance of the Thrift Depo sitor Protection Overnight Board 

February 24, 1994 


Queettons for Mr. Altman 

1) Last September, 13 former and current employees of the RTC testified to 
numerous! instance* nf waste and mismanagement within the agency. 
According to the Government Accountability Project, many of those 
witnesses continue to be poorly treated by the RTC. One has been fired; 
another terminated by non-renewal of her temporary contract; 9 othore have 
received reduced performance ratings; 2 others have had grievances and 

* promotions denied; and another has been demoted and told he was a 
security risk because of his testimony. They also claim that no RTC 
management has been disciplined or reprimanded for any of the actions 
discussed in testimony. In your testimony, you say you strongly support 
protection of whistleblowers. Are these actions consistent with that 
position? 

2) In your testimony, you indicated that the RTC was working to 
implement the recommendations made by the GAO regarding various 
operations and activities of the RTC. Attached for your rcforonco is a 
summary uf the 68 open GAO recommendations to the RTC, some 
dating back to nearly 4 years ago. Would you please provide to the 
Committee, and to thp GAO, a status report of what the RTC is doing 
to respond to each of the outstanding GAO recommendations. 

3) In your February 10, 1994, letter to me, you stated that you had established 
the ’Dallas Professional Liability Review Team'’ as a result of testimony 
this Committee received from Mr. Tom tiumaide in which he claimed that 
the RTC had made efforts to recover only a fraction of the professional 
liability losses it could reasonably have justified. What can you tell us 
about the Review Team’s initial findings? Will you rdoaso their findings 
publicly? 

4) What is being done to review the allegations of deficiencies identified by 
RTC employees? 

5) Do you feel that improvement is needed in the areas of internal controls and 
contractor oversight? 

6) What do you plan to do to ensure corrective actions are taken by the RTC? 

7) Does the RTC provide information to potential buyers that is sufficiently 
reliable and complete to encourage vumpetitive bidding for Us assets? 


no* 7 
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8) The last RTC resolution of a failed thrift was in ©arly December 1993. Why 
haven't there been any resolutions since December? 

Your financial plan indicates you plan to resolve 43 of your current 63 
conservatorships before the end of this quarter. Do you expoct to meet that 
schedule? 

0) Are you aware of any significant differences in the asset disposition 
strategies of the RTC and PDIC? What are the differences? 

a 

10) In your view, has the Office of the Inspector General at the RTC met its 
statutory responsibilities to independently review BTC operation* in an 
effort to detect and provont fraud, waste, abueo and mismanagement in the 
thrift cleanup? 

(■2 -<>%% 



4629 


Attachment for Question #2 to 
Mr. AT titan 


STATUS OF OPEN GAO RECOMMENDATIONS TO RTC 
As of February 23, 1994 


j Product 

number/date 

Title 

Number of open | 
recommendations | 

| GGD-93-7 
Oct. 20, 1992 

RTC: Subcontractor Cash Management 
Practices Violate Policy and Reduce 
Income 

1 j 

GGD-93-76 
Apr. 28, 1993 

RTC: Timelier Action Needed to Locate 
Missing Asset Files 

2 

GGD-93-107 
Sep.. 13, 1993 

RTC: Additional Monitoring of Basic 
Ordering Agreements Needed 

2 

GGD-93-80 
Apr. 8, 1993 

RTC: Controls Over Asset Valuations Do 
Not Ensure Reasonable Estimates 

4 

] QGD-93-115 
Jul. 7, 1993 

RTC: 1992 Waahington/Deltimore 
Auctions Planned and Managed Poorly 

3 

GGD-93-116 
Jul. 23, 1993 

RTC: Loan Portfolio Pricing and Sales 
Process Could Bo Improved 

6 

GGD-93-127 
Jul. 26, 1993 

RTC: Better Assurance Needed That 
Contractors Meet Fitness and Integrity 
Standards 

2 

GGD-93-1D9 
Sep. 27, 1993 

RTC: Data Limitations Impared Analysis 
of Sales Methods 

1 

GGD-94-6 
Oct. 30, 1993 

RTC: Oversight of SAMDA Property 
Management Contractors Needs 
Improvement 

2 

GGD-94-19 
Oct. 28, 1993 

RTC: Status of Management Efforts To 
Control Costs 

4 

GGD-94-41 
Dec. 22. 1993 

RTC: Better Information Could Enhance 
Controls Over Loan Servicing Costs 

4 

GGD-94-62 
Dec. 28, 1993 

RTC: Ineffective Management of 
HomeFed Bank Environmental Services 
Contracting 

3 

GGD-9A-37 
Feb. 1, 1994 

RTC: Analyais of Selected Asset vSeles 
and Financial Data 

2 

GOD-93-2 
Oct. 7, 1092 

RTC: Asset Pooling and Marketing 
Practice* Add Millions to Contract Costs 

5 


l7.oS<{ 
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Product 

number/date 


Number of open 
recommendations 


GOD-92-137 
Sep. 29, 1992 

RTC: Affordable Multifamily Housing 
Program Has Improved but More Con 
Be Done 

T-GOD-92-42 
Aug. 11. 1992 

Bank and Thrift Failures: FDIC and 
RTC Could Do More to pursue 
Professional Liability Claims 

GGD-92-33BR 
Feb. 1, 1992 

RTC: Assessing Portfolio Sales Using 
Participating Cash Flow Mortgages 

CKiD-92-7 
Oct 3l. 1991 

RTC: Effectiveness of Auction Sales 
Should Be Demonstrated 

T-IMTEC-91-1 
Oct. 16, 1991 

RTC: Automation Efforts Need 
Management Attention 

GOD-91-121 
Ang. 30, 1991 

RTC: Progress Under Way in Minority 
and Women Outreach Program for 
Outside Counsel 

T-AFMD-90-15 
Apr. 6, 1990 

RTC: Billions More and Additional 
Reforms Needed 

GGD-92-14BR 
Nov. 1, 1991 

RTC: Proposed Tax Credit Would Add to 
Government’s Coat of Selling RTC 

Assets 

IMTEC-92-38 
Mar. 5, 1992 

RTC: Corporate Strategy Needed to 
Improve Information Management 

AIMD-93-60 
Sep. 28, 1993 

Financial Audit: Resolution Trust 
Corporation's Internal Controls at 
December 31, 1992 

GGD-93-105 
Jun. 28, 1993 

Thrift Failures: Actions Needed to 
Stabilize RTC’s Professional Liability 
Program 

GGD-92-136 
Sep. 29, 1992 

RTC* Mars Actions Needed to Improve 
Single-Family Affordable Housing 
Program 
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Product 

numbex/datc 

Title 

Number of open 
recommendations 

GCD-90-87 
May 26, 1990 

RTC: Batter Controls Needed Over 
Furniture, Futures and Equipment 

i 

GGD-92-47 
Mar. 5, 1992 

RTC: Further Actions Needed iu 
Implement Contracting Management 

Initiative! 

a i 

GGD-91-136 
Sap. 16. 1961 

ETC: A More Flexible Contracting-Out 
Policy is Needed 

l 


3 

/XII 3 
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Rguro2:9taftioof6AO 
taommondatloni to RTC, m of 

Februmiy 32, 1004 



Open (eotton not roeponelve) 

Noli: Number of reeommsndMone • 110 


l?Oll 
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Qao e tloo a to A cting RfC Bead 
Proa Senator John lorry 


FzofMBiflnal Liability Boctlon Ziawa ^ 

1) X have had continuing conoama about the effectiveness of 
RTC's investigation end pioMoutioa of eaaoa againat SAL 
wrongdoers fro* 1992 through the present, eapacially in Texas. 
Your latter to the CoalttM of February 10, 1994 stated that the 
Professional Liability Review Tea* you sent to Dallas following 
the 0epte*ber 23, 1993 hearing of this Coaaittee on the RTC 
interviewed over 90 people in Texas and Washington DC in 
oo nw oo tlun with the oonoema releed daring the hearing about 

Vases PL8 cases. Tour letter stated that they had "provided their 
initial findings" to you. Please describe in detail such initial 
findings, and in your response, please address the following 

issuesi 


(a) The mbb, title, and location of each person interviewed 
and a sux*ery of each of their statements to the review tea*; 

(b) A list of all ooncems or problems identified by such 
p er so ns and as to each such concern, state the following i 

(1) The nunber of people that identified such concern 
or probiaei 


believes that such s problem or 
Hi exists; 


(ill) Describe with particularity what corrective 
actlona have been or will be taken with respect to the 
problene or concerns. 


(o) Whether {Treasury R elieves that any current RTC or FDXC 
manager contributed to the proble* because of poor *anege*ent or 
for other reasons, and if so, whst notions Treasury has taken to 
hold suoh parsons accountable for their acts or onlaslone. 


(2). Texas aooountsd for over 41 percent of ell 8aL loeees fyt 
nationally. Ploaee describe in detail the RTC's profees ional 
liability effarta on failed Texas StL's and in your roaponao, 
address the following as to each failed 8iL in Texas that was 
aver u n d er RTC's control i 



failei* 1 BaiM ' location and also of the SAL and ths date it 

(b) Identify each Prof aas ional liability recovery with 
xoepeet to the SSL end me to each aeoh recovery, identify the 
followings 


/•z./rs' 
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(i) th e amount and data of racovary? 

(11) tha none of tha dafaadant and the typo of elalni 

(e) Tha numbar of administrative subpoenas laauod by the RTC 
In investigating tha 8a I» and, aa to aaoh subpoena, a tat a tha data 
of laauaaea and tha ottornoy that laauod tho aubpotna 

(d) Identify each Professional Mobility lawsuit filed 
according to court, caaa or action number, defendant, data of 
filing, and status* 

(a) Identify each and every Professional Liability attorney 
and line Investigator aver assigned to tha 8&L and tha dataa of 
their respo ne ibi lity . 


(f) Identify tha data of any Professional Liability 
investigations that ear# cloaad out by tha rtc, tha type of 
investigation olosad out, and tha reason for the close ouL. 

i 3) Pleas® identify tha percentage of racovary on SSL losses £ 
ailed 8&Ls in Texas by tha RTC, and tha percentage of 
reoovory on SSL loaaaa free failod 8ax*s outside of Texas, so as 
to provide cooperative recovery rates. In tha event that there ia 
a disparity between these recovery rates, please provide your 
beet explanation for this difference. 



R ecov er ies Free Contractors 

I nM 0 ' 

4. The GAO has repeatedly testified that the RTC' a handling ' 
of contractors invited was to, fraud, and abuse. These conclusions 
were reiterated by the whistleblowers who testified before the 
Conmittee on September 23, 1993, and to some extent, by the RTC 'a 

IG. Please identify the total amount of contracts that rtc has 
entered into to date. A 

5. Please identify the total amount of recoveriaa that RTC V/ ' 
haa secured from contractors who have violated RTC rules, failed 

to perform sorvioos, or otherwise not uet the tens of their 
contracts with the RTC. Please include in your answers 

(a) all rtc contractors from whom the RTC haa aacured 
recoveries! 


(b) the date end amount RTC paid aaoh contractor! 
(a) the date and amount of each recovery! 


(d) the reason for each recovery. 


Retaliation Against Whistleblowers 

6. Many of the RTC whistleblowers who testified here last 
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September about problems at the Agency, Have since advised us 
that they have since suffered retaliation. These inolude Bruce 
Pederson, Jackie Taylor, Debbie Sherrill, Hans Mengledorf, Sandra 
Chrisman, and Miohaol Xoosola. At tho hearing you specified the 
steps you undertook to insure that the whistleblowers would not 
euffox retaliation ao a roeult of thoir toatiiaony. In praotiee, 

how effective have those steps proven to be? What additional 
steps night be taken? Do you boliovo tho BTC has been generally 
effective in protecting whistleblowers? please include in your 
anowor any facto rolled upon by you in responding to this 

Question. 

Responding to Discrimination , Harassment, Bthlcal and Personnel 
Violations 


7. RTC whistleblowers who testified on September 23, 1993 
described a pervasive environment of discrimination, harassment, 
ethical and pexaonnel violations by RTC managers at RTC regional 
offices in California, Colorado, Dallas, and Atlanta. 

Please provide a list of HBOC complaints filed against RTC 
managers, including the date each such action was filmd, the site 

of each office involved in each such action, a summary of the 
allegations in each such action, the position of each person 
cited in each such action, the outcome or status or each such 
action, and in each case in which an RTC employee was found to 
have engaged in discrimination, the sanctions, if any, imposed on 
that employee by the RTC. 


RTC end 7DZC Professional Liability Litigation 

8. Revs reports indicate that several recent federal court 



decisions pertaining to state doctrines of adverse domination 


jeopardise a significant portion of RTC and fdic professional 
liability litigation. The decisions include FDIC v. Cocke, WL 
409547 (4th Cir. Oct 15, 1993), FDIC v. Dawson No. 92-2460 (5th 
Cir October 21, 1993), RTC v. Sverhart, BLLR Dec. 10. 1993, and 
FDXC v. Allison (DC MTeacas, Mo. I-93-CV-S9, January 24, 1994). 
There are reports that these decisions will adversely affect 
forty to fifty percent of the FDXC's and ETC's existing PLS 
caseload. Please provide the Committee an analysis of the effect 
these and related decisions say have on RTC professional 
liability litigation, in particular, litigation in the states of 
Texas and Virginia. The analysis should include the percentage of 
existing cases, the percentage of existing potential recoveries, 
snd the dollar amount of existing potential recoveries placed in 

jeopardy. 


run 
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OAU-'D'tLx-- 


Senator Alfonee D' Amato 
Questions for RTC Oversight Board Hearing 
February 24, 1994 

Questions for Mr. Altman: 

The RTC has made only sparing use of public auctions 
and appears to have used the services of a limited numbers 
of auction companies. 

♦ What is the RTC’s experience with auctions to date? 
Should the RTC uee more auctions and also use more 
auction companies, particularly smaller firms? 

Q ues ti on ! f or M r -Hove: 

Like the RTC, FDIC has not used the open auction 
method of disposing of assets to a great extent and when it 


<o 
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has ussd auctions, ths agsncy has used only large 
companies. 

I want to bring to your attention a situation that 
happened earlier this month in Long Island. FDIC 
reluctantly agreed to hold a public auction of a foreclosed 
condominium in Nassau County. The agency was trying to 
sell the property for $45 million. 1 am told that the FDIC was 
prepared to hold a sealed bid sale If the auction did not get 
close to $45 million. Well it took only six minutes for the 
auction to sell the property for $55.2 million. 

♦ What is the FDIC’e experienee with auctions to date? 

♦ Should the FDIC use more actions and auction 

companies, psrticularly smaller firms? 
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COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS 
SEMI-ANNUAL REPORT OF THE RTC THRIFT PROTECTION BOARD 
^ FEBRUARY 24, 1994 

QUESTIONS FS^ENATOR BOND - FOR THE RECORD 

ISSUES RELATED TO CRIMINAL REFERRALS 
AND FRAUDULENT ACTIVITIES 

1. FDIC and RTC Procedures. Mr. Altman, The FDIC and RTC have a stated duty tn 
each receivership and conservatorship and to the taxpayers to maximize recoveries from 
any viable source, including director* arul officer*, accountants, legal counsel, appraisers, 
and insurance policies covering their professional conduct As I understand it, both the 
FDiC and RTC conduct an investigation into every institution in its caseload to 
determine potential civil recoveries and whether criminal conduct contributed to a 
failure. Moreover, an investigator will conduct a preliminary review of financial records, 
and then will submit a post-dosing report within 90-days of the failure of die institution. 
The purpose of the report is to determine which potential claims can be terminated and 
which merit further investigative resources. If termination is recommended, written 
reasons for the termination must be given and approved. If a recommendation to sue 
is made, the investigator must prepare an "authority to sue" memorandum. A referral 
is then made to relevant agency, such as the U5. Attorney for die Department of Justice. 

Was this the procedure followed by the KTC with regard to Madison Guaranty? 


Arc these referrals maintained as records at the RTC? If so, will you authorize 
the release of these memorandums to this Committee? What records will you provide 
to this Committee and under what circumstances? I would like you to provide a legal 
opinion for the record describing fully the jurisdiction of the Committee with regard to 
RTC records, such as criminal referrals? For example, are there special waivers available 

for the committee of jurisdiction? Also, how do the rights of the private citizen differ 
from those of the committee for purposes of reviewing documents? How could release 
of the criminal referrals prejudice an ongoing investigation? Does the White House or 
any employees of the White House or the Clintons have copies of the criminal referrals? 
If so, how were these referrals obtained? 

Z RTCe Relationship with the Department of Justice. Mr. Altman, I understand that 
regional me offices originate and refer the 'authority to sue" uwinotamlum u», in 
general US. Attorneys working for the Department of Justice. I assume that specific 
Justice attorneys work thereafter in conjunction with the RTC attorneys on particular 
cases. Nevertheless, the Madison case resulted in 2 separate referrals. Assuming that 
the RTC and Justice work together closely on referrals, how did 2 referrals come about 
in the Madison case? 


1 


1 2.0*1 S 
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How common it it for RTC headquarters staff in Washington to review and make 
a determination on a referral? 

What is the RTC's procedure on. referrals when a prominent public figure is 
mentioned in a referral? Does the procedure differ from other referrals? Has the 
Madison Guaranty referral been handled differently from other referrals? In what way? 

Who is the White House liaison cm the Madison Guaranty issues? Has this liaison 
or any other White House staff made any special requests concerning the Madison 
Cuaranty probe? 

3. Other RTC Referral Issues. Mr. Altman,, it appears that ihe first criminal referral in 
the Madison Guaranty probe was initiated in the fall of 1992. Apparently without any 
discussion with Justice concerning the first criminal referral, the RTC then sent another 
team of investigators to Little Rock in January of 1993 to more fully examine the issues 
surrounding Madison Guaranty. By October, 1993, die RTC had drafted on expanded 
referral 

Is this normally how referrals are handled? I am particularly troubled by the fact 
that it took over a year for the RTC to receive a official response on the initial criminal 
referraL Also, is it normal RTC practice to send additional investigators for further 
investigation on a matter before hearing the status of the first referral? In particular, 
were there special factors which warranted an additional Investigation? If so, what were 
these factors? 

I am also interested in getting a timeline and explanation of all criminal referrals 
and related responses and memorandums in the Madison Guaranty probe. By this I 
mean, I would like the dates of all referrals and responses to these referrals, including 
the names of all Justice and RTC employees involved. If these issues are considered 
confidential, how so? Also, how could release of this information prejudice an ongoing 
investigation? 

4. Justice Memo - Criminal Investigation Unwarranted. Mr. Altman, a March 19, 1993 
memo from the criminal division of Justice apparently concluded that the initial RTC 
criminal referral on the Madison Guaranty probe "did not appear to warrant initiation 
of criminal investigation." How was this decision made in terms of the decisionmaking 
procedure and the underlying legal theory? Who is responsible for communicating these 
decisions? 

& Document Inventory. Mr Altman, I would like a complete copy of the current 
inventory of all documents relevant to the Madison Guaranty and Whitewater probe. 
I would also like a list of aU prior document inventories and dates of these inventories. 
I would also like a list of where all documents were obtained from and when? This 
information may be provided confidentially to the committee. If you refuse to provide 


2 
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this information, I would like a legal opinion on how the release of this i nv e ntor y could 
prejudice an ongoing investigation? 


3 
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-I Yprr\ 5e/wir^3cA^ 


QUESTIONS FOR RTC ACTING DIRECTOR ALTMAN: 


Another area of concern is the seeming lack of coordination between 
the RTC and the Department of Justice. 

- In March of 1992, the New Y ork Times reports on the 

Whitewater/Madison situation with allegations of sweetheart deals 
in return for lenient regulatory treatment, and the issue suddenly 
became part of the 1992 Presidential campaign. RTC than sands a 
new team of investigators to Arkansas to look more closely at 
connections to local politicians. 

Is this an accurate portayal of the reason/reasons that the RTC 
became involved again in the Madison case? If not, what did occur? Who 
made the decision to begin investigation of Madison? Did the RTC regional 
office notify the national office, or the Department of Justice that they 
were opening a potential case against Madison? If so who was informed? 


- In September 1992 regional RTC forwards a criminal complaint 
dealing with Madison Guranty to the Depart of Justice. According to 
press reports the local federal attorney in Little Rock is concerned 
that because Bill Clinton is included in the referral, that the 
deoision to pursue the oaee should be mads in Washington. Mo sends 
an urgent letter on October 7, 1992 asking for assistance. 

Are the press reports accurate? Please provide a copy of that 
letter for the record. 


- Then Attorney General Bar r is apparently concerned that pursuing 
the case one month before the eleotion will look as if the Justice 
Department was being politicized, and so sends the referral to 
career people with DOJ with instructions that it be treated no 
different than any other referral. 
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Is this the RTC’s understanding of events? If not, what is your 
understanding? 


- March of 1993 the DOJ reports their recommendation that no action 
is "warranted”, referral and recommendation then forwarded to the 
new Federal attorney in Little Rock Paula Casey. 

Meanwhile, the RTC has decided to send Investigators back to Little 
Rock In Jan of 1993. and they beQin working on second, broader 
referral. 

Is this description of the chronology correct? If nnt, what did 
occur? 


- In September of 1993 the KC regional office of the RTC, now again 
concerned that their referral will mention the President's name - 
not to accuse him of any specific crime, but noting he may have 
benefited from crimes that had been committed, asks the national 
office for assistance in determining whether the President's name 

is to be part of the .referral. 

Mr Altman has testified that he knew nothing of this request. Who in 
the National offico woe aware of the request, and who then made the 
decision to not inform the acting director of the RTC of the 
request.? 


- The new referral is sent to DOJ, and arrives in Little Rock a short 
time before Little Rock federal prosecutor Paula Casey finally 
makes a decision on the original RTC referral - saying she 
"concurs" that no further action is "warranted". But she doesn't 
acl on Ihe second referral. 

Is this accurate? Specifically note for the record when the second 
(Oct 1993) referral was sent, to whom, and when it was received. 


(7 loT^ 
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In addtion, please help the Committee understand: 

•Was there any communication from the field or regional office re; 
status of the first (Sept 92’) referral? Did they ask the national 
office for assistance in moving the process along? If so who asked 
whom? What was Washington s response? n possible, please 
provide copies of all correspondence relating to moving the referral 
along. 

•Did Washington follow up by contacting tha Department of 
Justice? If so, who contacted who? What was the response, and 
who was it from? Again please provide any correspondence 
pertaining to this issue. 

•Did RTC officials contact the Little Rock attorney's office to check 
on the statue of the referral? II to who made the contacts and 
when? And what was the response? And who was it from ? Again 
please provide any correspondence pertaining to this issue. 

•What is the standard operating procedure when the field seeks 
answers on referrals? Is it SOP that the RTC would not hear for a 
year the statue of their referral? Is it SOP that while waiting, the 
RTC field office would send additional investigators to continue 
digging - and then send up an expanded referral, even before hearing 
on the first? 

•Specifically, who decided to send RTC investigators back to Little 
Rock in January of 1993? Was Washington informed? Did local or 
regional office ask permission to proceed, given that no anwers had 
been forthcoming from Justice on the first referral? Was Justice 
informed of this action? If so, who was informed and when? 

Again please provide any correspondence pertaining to this issue. 

•What was the reason for the decision to send personnel back to 
Little Rock in January 1993? What happened between September 
1992 when the RTC sent up Its criminal referral, and January when 
they sent investigators back to Little Rock? 

•Was the RTC - either local, regional or D.C. informed ol the March 

(ZioS 
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19, 1993 memo by DOJ that RTC referral “did not appear to warrant 
initiation of criminal action”? Why not? Who is responsible for 
communicating these decisions? 

•When the second stronger, broader referral was sent up in October 
of 1993, did the Hiu maKe a specific pusn to Justice saying we nave 
more information, please make a decision? Was the RTC informed 
that the decision was at that point resting in the hands of the Little 
Rock federal prosecutor? Did they send the referral directly there, 
or a copy directly there, knowing of the delays of the past? 
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C0MM1TISB ON BANKING, HOUSING, AND URBAN AFFAIRS 
SEMI-ANNUAL REPORT OF TOE BTC TnBIFT PROTECTION BOARD 
FEBRUARY 84, MM 


QUESTIONS FOB SENATOR BOND 
RTC AFFORDABLE HOUSING PROGRAM - 




1* HOLDING PERIOD. What in the hnirfiiy period before sale of 
housing in the RTC Aflhrdahla Homing Program? What is the per day coat to the 
RTC for this holding period? 

% APPRAISED VALUE. What percent of the appraised value does the RTC receive 
on^mtiitiffcmUy housing in the Affordable Housing Program? How is this detenuiuod? 
How meant are the appraisals and how are the appraisals conducted? 

1 PURCHASE HONEY MORTGAGES. How many single family and multifomily 
properties in the Affordable Housing program are sold with purchase money 
mortgaged? What percentage ofthe properties In the Affordable Housing program ere 
•old with purchase money mortgages? What is the rate of default for these 
pr op er ties? What steps does the BTC take to avoid default? 

4. 8TATUB OF CONSOLIDATION WITH FDIC AFFORDABLE HOUSING 
PROGRAM. What is the status ofthe consohdatiou of the RTC and FDIC Affordable 
Housing programs. What ars the outstanding issues? 

5. HUD DEMONSTRATION. There Is a proposal to transfer HUD- owned 
multi&xmly homing properties to the RTC for sale to determine the effectiveness of 
using re nt res trictions for low-income use as o pp osed to section 8 deep subsidies?. 
Does the RTC support this proposal tince it is scheduled to go out afbdah^dfat the 
and of 1995? Would this pr opos a l interface with the ability of the RTC to manage 
end mil its own affordable houeiiig iawntmy? 

: RTC MANAGEMENT CAPACITY 

1. RTC MANAGEMENT CAPACITY. What steps has the RTC taken to improve 
its management capacity with regard to the r e quir ements of the RTC Completion 
Act? 


17,105 
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aiu' A mato Effi* 

NEW YQ R K — ■ ■ 

Cont actor Washington • Frink Coleman « 202/224-6498 NswVort • Zento Mucha • 212/736-3866 


FOR IMMEDIATE RELEASE i CONTACTS Frank Coleman 

Tuesday, March 1 , 1994 ( 202 ) 224-6498 


fflUMBg Qi secret sac 


"PATTERN OF DECEPTION” CONTINUES IE MADISON/WHITBNATER AFFAIR 


WASHINGTON — U.8. Senator Alfonva D' Amato (R-NY) today called 
for Sonata Banking Committee hearings into secret briefings 
provided by the head of Resolution Trust Corporation (RTC) for 
senior White House political staff about the agency's 
investigation of the Madison/Whitewater affair. 

D' Amato also charged that since the disclosure of the secret 
"heads up” was revealed at last Thursday's Banking Committee 
hearing, the White Bouse was continuing its pattern of deception 
by suggesting that the seme briefings were provided to Congress 
and the press. 

"The White Bouse has now compounded these shocking 
revelations by stating falsely that Congress and the media also 
received these briefings," D' Amato charged. "At the time this 
secret cabal was meeting at the White House, Z was speaking out 
on the Senate floor about the RTC 'a failure to provide our 
Committee with any information about its activities on the 
Madison/Whitewater mess. And I have yet to encounter a reporter 
covering this story who says he or she was briefed by the RTC, 
let alone ita acting CEO.” 

D' Amato, senior Republican on the committee, added that the 
exposure of the secret briefings et a Banking Committee hearing 
proved that Democrats needed to and their "footdragging” ovor 
whether or not to hold hearings. 


"Only through a Congressional hearing did we learn of this 
very reel threat to the integrity of the RTC 'a investigation, N 
D' Amato pointed out. "Vie have a responsibility to the American 
people to fulfill our legitimate oversight function. 


"The Democratic members of this committee must understand 
the threat ie not Congressional inquiry, but secret, high level 
off-the-record 'heads-up' meetings between top Administration 
officials and White Rouse legal and political experts," the 
Senator stated. The secret briefing, described as a "heads-up" by 
sating RTC head Roger Altman ess presented to White House Counsel 
Bernard Nussbaum, Deputy Chief of Staff Harold lekas, Hillary 
Clinton's Chief of Staff Margaret Williams end Treasury General 
Counsel Jean Hansen. 


Among the questions D' Amato said could be answered by a 
hearings Why do** whit® Bouse Ccmsel Mr. Nussbaum need to be 
briefed on the RTtVs investigation of Madison that does not 
involve the President in his official capacity? And what about 
Mr. I ekes and Me. Will lame? why in the world would these 
political operatives need to be briefed by a top agency official 
on an Investigation that has nothing to do with the Executive 
Office of the President? were any confidential or non 
confidential RTC or law enforcement documents or other materials 
used during the briefing? 
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NEWS a. S. SENATOR FOR KANSAS 

FROM: SENATE REPUBLICAN LEADER; 

' ■ — — ~ " ~ 1 

I 

FOR IMMEDIATE RELEASE CONTACT! CLARKSON MINE 

Monday , February 28, 1994 (202) 224-5358 

ALTMAN CONFLICT 


Altman- a Whitewater-Hadi.on Revelation 
Underscores Mead for Conare.Blonal nearlnae 

Imagine this* Ronald Reagan, as Governor of California, 
becomes a 50 -50 partner in a real estate deal with thje owner of a 
California savings and loan. The S6L goes under, is ^seized by 
federal regulators, and a series of criminal and civi^l 
investigations are initiated by federal regulators. 

Governor Reagan becomes President Reagan. He appoints a 
close personal friend and top campaign official, Jim Baker, to 
head the independent agency charged with overseeing the StL 
industry and with bringing civil and criminal actions against S&L 
wrongdoers . 

Press reports suggest that the President may be 
indirectly implicated in a civil suit brought against the 
California S&L by the supposedly independent federal iagenoy. 

As the expiration datd for the civil statute of limitations 
approaches, Mr. Baker meets at the white House with Ed Meese, 

Mike Deaver, and other White House political officials to discuss 
"the status' 4 of the agency's investigation. The White House 
meeting is shrouded in secrecy, only to be revealed weeks later 
because of congressional prodding. 

Of course, this is all fiction. But, it's fair to say 
that if these events had indeed occurred during the Reagan 
administration, the expressions of outrage in the press, and the 
clamor for congressional hearings, would have shot off the 
political Richter scale. • 

The Altman Conflict: t Belated Recusal t 

Last Thursday, Roger Altman, a college classmate of 
President Clinton and the acting C.E.O of the supposedly 
independent Resolution Trust Corporation, revealed fer the first 
time that he sought out a meeting with White House officials, 
allegedly to offer a "heads up" on the so-called Madison Guaranty 
statute of limitations issue. According to Mr. Alt man's own 
account, he didn't even seek a meeting with David Kendall, 
President Clinton's personal attorney, but rather with White 
House "political" officials — Bernard Nussbaura, Harold lekes, and 
Margaret Williams, the Chief of Staff for the First Lady. 

With the exception of the New York Times and the 
Washington Times , and today the Washington Poet , the press 
reaction to the Altman revelation — and the glaring conflict of 
interest It describes — has been muted at best. Zn fact, 

(more) 
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_ reported that the Altman meeting was -minor" and there 
vii probably -nothing improper" about it. Apparently, Mr. Altman 
didn't buy into this benign description, since he finally recused 
himself from the Madison matter last Friday. 

H+*rlngf 


Mr. Altman's shocking revelation underscores the need 
for full congressional hearings on the Madison-Whitewater affair. 
As the Mew York Times editorialised yesterdays "Senator Donald 
Riegle, the Chairman of the Senate Banking Committee , f needs to 
step up his Committee's oversight activities .... Opposition 
leaders are right when they say that a Republican White House 
that so recklessly meddled in the Justice Department, 1 the R.T.C. 
and other agencies would be shelled with endless congressional 
investigations . - Unquote . 

The bottom line is: the American people now know about 

Mr. Altman's unseemly meeting with White House officials 
precisely because Banking Committee Republicans used the 
opportunity of an R.T.C. oversight hearing to ssk Mad! son-related 
questions. If there had been no hearing, it's unlikely this 
information would have surfaced anytime soon. And itrs clear 
that Mr. Altman recused himself only because of the negative 
publicity his meeting inspired. 

The Altman revelation also raises other important 
questions i did Mr. Altman have any contacts with thd 7DIC while 
the FDIC'e legal division was preparing its * conflicts -of - 
interest" opinion regarding the Rose law firm? If so, what were 
the nature of these contacts? Has Mr. Altman had anjf discussions 
with Webster Hubbell, s former partner of the Rose law firm and 
now Associate Attorney General, regarding the RTC's criminal 
referrals on Madison .and the RTC's pending civil investigation? 
And has Mr. Hubbell himself had any contacts with officials at 
the FDIC, the RTC, or the White House about any element of the 
Madison-Whitewater affair? f 

Why did White House Counsel Bernard Nussbaum meet with 
Mr. Altman in the first place? Surely, he was aware i of the 
impropriety of such a meeting. Has Mr. Nussbaum been in touch 
with the RTC, the FDIC, or the Justice Department about Madison- 
Whitewater? r 

You know you're heading in the right direction when 
tough questions are responded to not with eubatantlv* answers, 
but with personal attacks. Unfortunately, David Wilhelm, the 
C h ai rm a n of the Democratic National Committee, took this low-road 
approach when he fired off a letter last Friday personally 
attacking the integrity of Senator D' Amato, the ranking member of 
the 6enate Banking Committee. 

If Mr. Wilhelm believes these bullying tactics will 
somehow intimidate congressional Republicans, I have' some bad 
news for hint they won't, we will continue to ask the tough 
questions until the American people get the full accounting of 
Whitewater that they deserve. 

#♦♦ 
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RJC 

RESOLUTION TRUST CORPORATION 

Ke»oJvtn« I hc Crisis 
Restoring Th« Confidence 


February 4, 1994 

MEMORANDUM TO THE FILE 
FROM: 

SUBJECT: 


Ellen B. Kulka 
General Counsel 


Madison S&L 


These are the talking points for anyone authorized to discuss 
the Madison situation. Additional information should not be 
supplied unless it has been properly approved. While this is 
standard procedure , anyone authorized to speak should be aware that 
the discussions of any additional information could have an impact 
on the agency's legal position in any matters arising out of 
Madison. 


Attachment 


cc: Altman 

Hanson 
Ryan 
Dudine 
Katsanos 
Knight 
Hindes 


aoi ITmstmrnt.N. W. Wa * * notan. D.C. 20434 
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MADISON GUARANTY SAVINGS ASSOCIATION 
TALKING POINT8 

1. On February 23, 1989 Madison Guaranty was placed into 
conservatorship with the FDIC as managing agent for the FSLIC. 

2 . The FDIC was responsible for managing S&L's that failed in 
1989 until this function was transferred to the RTC upon its 
creation on August 9, 1989. 

3 . Congress decided that the statute of limitations in FIRREA did 
not provide enough time to address all potential claims. 

4. With the enactment of the RTC Completion Act on December 17, 
1993, the statute of limitations within which suit could be 
brought for certain kinds of claims was extended for an 
additional two-year period from the date when it had already 
expired. 

5. The claims to which the reopened statute of limitations apply 
are for civil fraud: and intentional misconduct. 

6. Upon the enactment of the Completion Act, the RTC began 
reviewing institutions including Madison in situations where 
the reopened statute of limitations would expire shortly. 

7. In the case of Madison, if such claims do exist the RTC will 
vigorously pursue all appropriate remedies, with full 
awareness of the limited period available. 

8. The RTC's jurisdiction is solely as to civil claims. Any 
potential criminal matters are within the jurisdiction of the 
Justice Department. 


al On January 21, the RTC received a letter dated January 10 
addressed to Interim CEO Altman (signed by Senators Dole, 
D' Amato, Press ler and Representatives Leach, Fish Michel, 
Clinger and Myers) that asked for response to an attached 
letter dated January 11 regarding tolling agreements. 

b. On January 25, Interim CEO Altman received a letter from 
Senator D' Amato asking about what actions the RTC has taken 
"to ensure that the applicable statute will not expire. 11 

c. The RTC responded on February 1. The response stated that 
review of potential civil claims is underway and that, if such 
claims do exist, RTC will vigorously pursue all appropriate 
remedies using standard procedures. 


/ 2 . 132 . 


February 4 , 1994 



Documents Reviewed by Rep. Leach’s staff (as of 01 mm) 
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A8 Monday. Novoun 29. 1993 


The Eiswiv/mw Fret 


Clinton Ex-Partner s 
Path to Bankruptcy 

Arkansas Banker Mixed Politics and Risk 


By Michael Wemkopf 
and Howard Schneider 
—r~ — 

LITTLE ROCK. Ark.-Not 
long alter Bill Clinton reclaimed 
the governorship in 1983. his 
old fnend Jim McDougal landed 
on the fast track of finance. 
McDougal's Madison Guaranty 
Savings and Loan opened a 
branch office in Little Rock, 
transforming the rural East Ar- 
kansas thnft into a player on the 
center sage of sute commerce. 

For years, the two men had 
traveled (he same road as Dem- 
ocratic Party activists in a poor, 
conservative state. McDougal 
supported Clinton for governor 
in 1978. and Clinton brought in 
McDougal as a top aide. When 
the governor was defeated two 
years later, their careers 
branched in different direc- 
tions— Clinton to the political 
comeback trail and McDougal to 
the world of banking. 

But for McDougal. Madison 
became an extension of politics. 
The thnft was his base for 
wheeling and dealing, whether 
the task was raising funds for 
Clinton or launching one of his 
many business deals. His part- 
ners ranged from friends and 
relatives to the elite of Arkan- 
sas politics, including Clinton, 
his successor as governor, a 
former U.S. senator and a sup- 
porting cast of local politicians. 

Today Clinton is president. 
McDougal is an outcast and 
Madison is defunct. Yet the old 
ties still bind: As part of a 
broader investigation into Mad- 
ison’s affairs, federal authorities 
are trying to determine if 
McDougal broke banking laws 
to help Clinton and other pol- 
iticians. 



J im McOoufil: 

From outward 
appearances , the banker 
was winning big in the 
mid- 1980 s , and the 
politicians he brought 
into his deals, including 
Bill Clinton, fed his 
reputation. 

Investigators are examining 
whether McDougal illegally di- 
verted depositor funds to Clin- 
ton's 1984 campaign for gov- 
ernor. and whether a company 
o wned by Clinton and McDougal 
improperly benefited from a 
misuse of Madison funds or 
from a loan backed by the Small 
Business Administration. 
McDougal. who was acquitted 
in a 1990 bank fraud case, de- 
nies improperly using the S&L's 
funds. 

Clinton has insisted he had no 
knowledge of McDougal's ac- 
tivities. Federal investigators, 
however, have listed the Clin- 

- 4 - 


tons in a small circle of McDou- 
gal associates who may have 
benefited from McDougal s 
banking practices. 

Beyond the question of 
whether Clinton realized any 
financial benefit, one thing is 
clear: At a time when McDou- 
gal’s operations at Madison and 
another bank were being sharp- 
ly criticized by federal regula- 
tors and then-governor Clin- 
ton's own banking commission- 
er. the politician who prided 
himself on an ultimate knowl- 
edge of his sute and its people 
remained closely tied to a con- 
troversial fnend. 

Throughout most of the 
1980s. Clinton continued to entrust 
MffVigai with the management of 
the Oazk land r* ‘ 


to be steadily 


to 1965. while 


w i as a partner in the 

Roet tow firm, tbs governor stopped 
by Medina on e jog through Little 


McDougal recalls. McDougal sad he 
uiu mpdy awarded 1 82.000 a month 
retainer to Rote to r ep r esent the 
thrift. According to former thnft of- 
ficial Hillary Clinton helped prepare 
a plan for state regulators a On- 


pey off debts from toe 1954 cam- 
paign. McDougal agam wee of ser- 
vice. In early 1955. McDougal 
hosted a amatt fu nd n r^ mi the ait 

h^. £cttog 830.000. acirdkvg to 

McDougal eofoyed regular access 

to the governor's office, informed 
\ nil And he traded on it. 
I a propel oft the coast of 
i e c*~~*»* tounsm 
i s name at a refer- 
He helped Madison win a 
91 . 300 -e-fnonth state lease for a 
state revenue office in one of the 


CONTXNUEO ON THE NEXT FACE 
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a :-:.c;r. 25 . --“.a ~.e rressu reo 
i slate :t::cai .mo crtoouig a com* 
ptauu aoout one of Madison s pro 
,ecrs. an informed source said. 
McDougal had bragged that while 
the official might be reporting to 
the attorney general. TU be sitting 
in the governor s office." 

In detailed reports, federal bank 
examiners outlined a senes of bank* 
ing activities that they said ran 
afoul of state regulations. They 
charged that Madisons manage- 
ment was inflating profits, lending 
money to friends and politicians on 
preferential terms, and funneling 
millions of dollars in fees and com- 
missions for SAL land deals to a 
small group of insiders. When it was 
taken over by federal regulators in 
1989. Madison s estimated S47 mil- 
lion loss represented an unusually 
large percentage of its assets com- 
pared to other failed thrifts. 

From all outward appearances. 
McDouga! was winning big m the 
mid-1980s. He tooled around Little 
Rock m a baby blue Bentley and 
Jaguars. His then- wife. Susan, be- 
came a minor Arkansas celebrity 
when— clad in hot pants and riding 
a white hone she appeared on 
television to promote the thrift's 
land de v e l opme n t projects. 

The polifiriana McDougal 
brought into his deals—' Clinton, 
former U.S. senator J. WBtiam Ful- 
bnght (D-Ark.). former represent- 
ative Jim Guy Tucker (D-Ark.), who 
is now governor. 1990 Republican 
gubernatorial candidate Sheffield 
Nelson and McDougal's brother-®- 
law. former sate senator Wfifiam 
•Friendly" Henley— fed his repu- 
tation as a kin g ma k er . 

When the McDougals needed to 
ruse money in early 1986, they had 
a ready source in David Hale, a 
part-time muniopa l judge. Hale 
owned a finance company here that 
was hacked by the federal Smal 
Business Admimstntioo (S8A) to 
help disadvantaged 
That March, he lent Susan McDoo- 
1 6300.000. justifying the loan as 
i to a female eo- 

But Hale has now said that both 
Clinton and McDougal pressured 
him to make the loan for another 
purpose. At the time. Madison was 
shout to undergo a rigorous exam- 
ination by federal regulators and 
McDougal needed an infusion of 
cash to hefo dear up the SAL's 


Doom. Haie -us saia. The *"hite 
House nas aerued Clinton ever iad 
such discussions with Hale. 

"I've been involved in politics 
with these people since l was 18 
years old." said Hale. “They needed 
help, and l helped them." Hale has 
pleaded not guilty to charges of de- 
frauding the is BA in connection with 
the financing of his investment firm. 

When McDougal was questioned 
about the loan recently, his expla- 
nation raised more questions about 
how the proceeds were used. With- 
out the Clintons' knowledge. 
McDougal said, he used pan of the 
money to buy more property for the 
Dark land development company 
be and Susan owned with the Clin- 
tons. The SBA-bscked loan was 
never repaid. Susan McDougal said 
she does not recall how the loan 


Tlw Easy Marriage 
. Of Banking and Politics 

In Arkansas, banking and politics 
are as closely intertwined as in any 
state. While large banks came to 
dominate the financial life else- 
where. laws here have preserved 
the independence— and political 
influence— of the country banker. 

With strong ties to both political 
parties, bankers in many Arkansas 
counties serve as an informal net- 
work for campaign fund-raising and 


argamation. 

In the state’s t 



:ate ooarus and jomtmsjcc.s -ut 
oversee economic aevesoomvnt. 

In this t wt>w av reiatJonsniD. sanies 
«n the 1980s often granted pouuaans 
unsecured loans, according to Martin 
D. Jackson, a banking commissioner 
under Clinton. “Just a slight accom- 
modation tor people of prominence in 
state government." he said. “The 
notion is you somehow ingratiate 
yourself slightly by doing this." 

When Clinton and McDougal 
were financing their 1978 purchase 
of a 230-acre tract of land in the 
Ozarks. for example, the 120.000 
down payment came from an unse- 
cured loan at a Little Rock bank 
whose board of directors included 
Clinton’s top campaign finance of- 
ficial that year. Walter A. DeRoeck. 

Further financing of what became 
known as Whitewater Estates came 
from banks owned by Maunce Smith, 
a mentor and major fund-raiser 
whom Clinton later appoi nted chief 
of the g ov er nor's staff, and by Jack- 
son. 

Quetriona were raised during the 
1982 
Clinton's 
McDougal an official of a company 
regulated by the state. Clinton said 
no imp ropriety* Hit 
am m a a ioned a report 
I no wrongdoing. 

JUdtt to Fribright 
Parg« « WwdiMp 

The McPougai -Clinton fr ieadffup 
dates to 1968, when Cfintoo 
showed up here to volunteer far 
FdbrigbL then the influential chair- 
man of the r 


i tiny, insular towns, 
the local bank's “coffee room* is a 
vital soaai center as well as a place 
to haggle over loons. When the po- 
litical seas o n rods in. borrowers are 
often invited to fund-raisers a sup- 
port of the bankers’ favored candi- » Ftibrigbfs Little Rock < 

„ . played a ptuteoi v e big brothar to 

m a respected man ■temfeiunvanv. 

e square.* State- Sen. www»m*j«»r— 

’ Moore said in an inter- 
i's presidential 
i last year. “He can tnflu- 
be can influence 
to whom he hat loaned 
money. ... Ha says. ‘The bank is 
going to anpport John Jones, we 
urge yen to su pport him. ... If 
you're going to borrow money in 
the near future, it would be a good 
idea to coma to the fish fry sod 
bring a check.' " 

Many of the am hankers, in 
turn, enjoy a budt-a lobby on legis- 
lative iaaaes aife get appointed to the 

CONTINUED ON THE NEXT FACE 
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na. When Fuftrigbt waa 
out of the shower to move it. be 
found bis driver. Cfiaton. in holed 
debate with a local Democratic poL 
McDougal and Cfiaton shared 



iaed the century's two great, flash- 


I Ziff 0 
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jressing Democrats: canton was 
iscuuted bv Lvndon B. Johnson s 
.owers o! persuasion: McDougal 
ouJd recite Franklin 0. Roosevelt s 
Fireside Chats" in a flawless Hyde 
Park accent and smoked cigarettes 



Jloi Gey Tucker, new f reer . 
acquired lend In Castle 
Grande trader pare crepeunt 
wit ft leans from Medleen Guaranty. 

from a holder, cocked FDR-style. at 
.1 45-degree angle. 

Both longed to be players. While 
Clinton was electable, becoming at* 
tomey general m 1976 at age 30. 
McDougal. gangling and intellectual, 
seemed destined for a career as ad- 
viser. In his only race, he was 
trounced in a 1982 run for Congress, 
jeteated bv Reo. John Paul Hammer- 
>cnmidt (R). wno had narrowly beat 
Clinton eight years earlier. 

McDougal found politics and fi- 
nance an easy mamage early in his 
career, speculating in raw land with 
Fuibnght m the 1970s. In 1978. 
just before Clinton won his first 
term ns governor. McDougal in- 
vited the Clintons to invest in 
Whitewater Estates and they 
formed a small development com- 
pany. Soon. McDougal joined the 
newly elected governor as an eco- 
nomic development adviser. 

McDougal s first foray into bank- 
ing came in 1980 when he bought 
the tiny Bank of Kingston. Two 
years later. McDougal bought Mad- 
ison. launching the ma-and-pa thrift 
on a path to exponential growth 
that turned the would-be politician 
into a financial player with a ready 


necnarusm :or financing :cecuia* 

:ive real estate deais. 

A big break came in September 
1983. when McDougal received the 
permission of state regulators to 
open a Madison branch here in the 
state's center of politics and monev. 

He located Madison on the 
fringes of downtown Little Rock, 
renovating a laundry plant in the 
rundown Qua paw Quarters and 
painting it maroon. Offering the 
highest depositor interest rates in 
town, he worked through brokers 
around the country and began draw- 
ing deposits by the tens of millions. 

To regulators, he talked of plans 
for Saturday hours, a quicker pro- 
cess for opening accounts and neigh- 
borhood rehabilitation loans. But in 
the view of friends, the thrift gave 
McDougal a way to wield influence. 

“He didn't seem consumed with 
money for the sake of riches." said 
Steve Cuffman. a Little Rock law- 
yer who became Madison s chair- 
man after McDougal stepped down 
in 1986. "It was more that he 
wanted to see how much he could 
make to prove who he was.* 

‘Imprudent Loans’ 
Raised Concerns 

Within Clinton’s cabinet. McDou- 
gal's banking practices soon raised 
concerns. In the fall of 1983. bank- 
ing commissioner Jackson told Clin- 
ton he pbnned to order McDougals 
Bank of Kingston to stop making 
'‘imprudent loans." informed 
sources said. Jackson had found that 
the bank made too many riskv loans 
and too many loans to fnends of 
McDougal— a pattern repeated lat- 
er at McDougal’* Madison SAL 
Within a year, federal regulators 


.aamst McDoueai. out .i too* 

-rai .nvesugators years iCr.ger *.o 
piece together more comoucated 
Madison transactions, including 
,ome involving political figures, and 
recommend a broader criminal in- 
vestigation. Last month, investiga- 
tors forwarded a new set of criminal 
referrals to the C.S. attomev here. 

Today, as a Justice Department 
•earn continues to sift througn the 
SAL’s wreckage, investigators are 
trvmg to determine whether 
McDougal used up to a dozen shell 
corporations to funnel depositor 
funds to various insiders, to Clin- 
ton’s 1984 gubernatorial campaign, 
and to the account of the White- 
water project owned by the Clin- 
tons and McDougals. 

Sources said that Whitewater 
overdrew its account by checks to- 
taling $60,000 in one sut-momh 
period, with part of the money go- 
ing to McDougal directly and part 
to make payments on loans at Mau- 
rice Smith s bank, where both 
Whitewater and the Clinton cam- 
paign had borrowed money. Inves- 
tigators are examining whether 
those overdrafts were ultimately 
underwritten by depositors. 

Bank examinations indicate that 
overdrafts were a commmon prac- 
tice at Madison, with McDougal at 
tunes juggling hundreds of thou- 
sands of dollars in checks from com- 
panies that had insufficient income 
to cover them. 

Often entering deals on the basis 
of his “intuition." McDougil would 
wait months before ordering ap- 
praisals of property Madison was 
investing in. and grossly understate 
development costs m order to rec- 
ord higher profits on paper, exam- 
iners found. 


were shared with state regulators 
in a senes of critical reports about 
Madison. 

In earty 1984. the Federal Home 
Loan Rank Board concluded that 
investments Madison made through 
a real estate subsidiary were double 
the level allowed by Arkansas law. 

Two years later, federal exam- 
iners concluded that the practices 
of Madison managers were "a sig- 
nificant threat* to the institution. 

By 1989. federal officials took 
over the institution and then dosed 
it. The government quicklv brought 
a narrowly drawn criminal case 


tanned for a rocky island off the 
oast of Maine where McDougals 
ero Roosevelt spent his summers, 
jammers noted the “scenic besu- 
y* of the Campobeflo project. But 
s a potential resort, they dammed 
t as "damp, cold and foggy. 
evere tides that left waterfront 
ots a mile from the ocean. 

Although technically it was to be 
i joint venture, with risk supposedly 
ipread among the partners, bank 
examiners concluded that Madison 


CONTINUED ON THE NEXT PAGE 
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-'*»n::a.*v ::r.ancea re -n:;re ; J. 7 
million seal. ana itooa to zeir \\r- 
* jadv tne enure :oss. 

The Castle Grande development, 
a 1.100-acre proposed trailer park, 
attracted some of Little Rock's 
highest-profile political figures. Ful- 
onght and now-Gov. Tucker both 
icquired land in the project with 
Madison loans. Tucker was lent 
>260.000 to purchase a $125,000 
piece oi property, and used the rest 
of the money for other projects un- 
til he repaid the loan this spring. 

The mooile home lots didn’t sell, 
ind bank examiners later concluded 
that Madison had again assumed 
virtually all the risks of a dubious 
project. 

Strong Personal Bond 
And Business Tios 

in their heyday in Little Rock, it 
-eemed the Clintons and McDou- 
jais couldn't get enough of etch 
other. 

There was “an unbelievable re- 
lationship* between the fast-rising 
politicians and the fast-rising entre- 
preneurs. their business ties a mere 
extension of a strong personal bond. 
Susan McDougal said in a recent 
interview. 

Today, they have grown about as 
far apart as any foursome can. 

After the thrift failed. McDou- 
gal's world unraveled. In 1990. he 
was tried and acquitted of hank 
fraud charges. A year later, he was 
divorced by Susan and declared per- 
sonal bankruptcy. The formerly 
freewheeling lender listed assets 
worth $300. 

While the president hosts world 
leaders at the White House. 
McDougal splits his time between 
his late mother's house in Arkadel- 
phia. Ark., and a friend's trailer 
home. Susan is charged in court 
papers in Los Angeles with — 
zltng $188,000 from c ondu c tor 
Zubin Mehta and his wife. Nancy, 
for whom she worked briefly as & 
personal bookkeeper. In an inter- 
view. Susan McDougal denied the 
charge. 

The paths of the old friends di- 
verged by 1988. as Clinton began 
building, his national reputation. 

That summer, he took the stage 
fct the Democratic National Conven- 
tion to nominate Michael S. Dukakis 
for president That November. Hi- 
lary Clinton wrote to the McDou- 
gais. asking that they give her pow- 


3ut :o *r.e 'aden -r/.resreneur. 
•he past :s nara to esc.ioe a So 
•.ember interview, .ic cw:..cvj any 
wrongdoing and attnbuteo Madi- 
son s prooiems in tne 1980s to Re- 
publican prosecutors gunning for a 
prominent Democrat and to em- 
ployees he trusted to run me 
thnit’s financial aitairs. 

He holds no grudges, except ou 
me count. During the presidential 
campaign. McDou gal’ s mother. Lo» 
rene. an avid Clinton supporter, 
constantly asked about 'Bill." 

According to McDougal. Clinton 
called the aged woman, and she was 
left with the impression that her 
son might join his administration. 
McDougal was left with the indig- 
nity of explaining that he had not 
talked to Clinton for years. 

"He lost all of his contacts." said 
Susan McDougal describing her 
former husband's crash. "He really 
went from a man who had e v er y 
thing to an invalid." .. 

■ ■ ' ' 1 " ' iL 

Staff writer Stuon Sckmdt 
contributed to this report, 


?r it ir.omev n\er :r.e Whitewater 
Tnterpnse so tnev couiO sen oif die 
remaining property ana get ail that 
behind us by the end of the year.’ 
The White House has not re- 
sponded to questions about the let- 
ter ana whether me power of attor- 
ney was granted. 

McDougal continues to cope with 
a senes of health problems that be- 
gan in 1986. when he was hospital- 
ized during a “flond manic episode.* 
according to the notes of a psychi- 
atnc exam contained in the court 
file from ms earlier case. His behav- 
i or was “characterized by increased 
energy, increased talkativeness, 
felt invincible', used poor judgment 
with money, and apparently rally 
lost his whole business and savings 
in unwise real estate and other in- 
vestment ventures.* the notes say. 

As McDougal underwent treat- 
ment and awaited his fraud trial the 
well-connected group of people that 
hovered around him in the 1980 b 
quickly disappeared. 

Asked recently about past deal- 
ings with McDougal. Clinton replied 
curtly, “Old story* 
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Altman Ascending 


Deputy Treasury 
secretary Reger C 
Altman has become 
one of Bill Clinton's 
most trusted 
troubleshooters. Is this 
politically savvy Wall 
Streeter aiming for the 
top job at Treasury? 

BY PAUL STAROBIN 


- 8 - 


C an one man serve two masters? 
Scripture says no. but deputy Trea- 
sury secretary Roger C. Altman 
seems determined to prove other- 
wise by operating not only as Secretary 
Uovd Bentsen s No. 2 man but also as a 
sort' of troubleshooter without portfolio 
for Bill and Hillarv Rodham Ginton. 

Deputy Cabinet secretaries generally 
are at the beck and call of their Secre- 
taries and sometimes aren t asked to do 
much more than provide fresh pencils. 
But Altman, a boynh-looking 47-vear-old 
investment banker who made millions on 
Wail Street m the 1980s while busily net- 
working with Democratic Party bigwigs, is 
no ordinary deputy. For one thing, he has 
known the Gintons for years and was a 
close, loyal campaign adviser. 

And this is an unusually fluid Admini- 
stration. in which titles don t count for 
much. In manv wavs, he has the stature 
of a Cabinet member— he s verv well 
trusted hv the President and Mrs. Clin- 
ton. »aid Gene B. Spenine. a senior eco- 
nomic policv operative ai the White 
House. 

When the President needed a com- 
mander tor the White House "war room ' 
effort to pass his economic package earli- 
er this year, he recruited Altman. More 
recently. Altman has been called on to 
defend Ginton s health care reform pro- 
posal in Administration press briefings. 
The White House also counts on him as 
an ambassador to Wall Street. 

If Altman is in a ticklish position, it is 
partly because the President has put him 
there. A few months ago. Ginton called 
Altman at his Georgetown home on a 
Saturday to ask him to broker a deal with 
a Wall Street venture capitalist. Alan 
Patncof. an Altman chum who was in the 
Oval Office lobbying tor a capital gains 
tax break. Patncof thought his industry 
was getting a raw deal from tumor aides 
who followed Bentsen into the Treasury 
Department. 

And therein lies Altman s predica- 
ment. A veteran Washington Democrat 
who has long known Altman sketched the 
scene: "Roger has to a walk a verv tine 
line betw ee n being very loyal to the Sec- 


retary of the Treasury and being loval and 
dost to his friends at tne White House. 
It's a very, very difficult thing to do. It you 
do something that the White House 
wants you to do. is that necessarily what 
Treasury likes? The question is. whose 
person a he ?~ 

In an interview m his ihird-iloor Trea- 
sury suite, one door oo»n from tne sec- 
retary s. Altman gave his answer. Lloyd 
Bentsen is a towering figure." he said. 
"The deputy secretary s role is to fulfill 
whatever missions the Secretary assigns 
him to." 

But others sec it differently. Roger 
looks to me like he s closer to the White 
House than any deputy secretary I've 
seen in ihc last 10 year*, vatd Jerry J. 
Jasinowskt. president of the National 
Association of Manufacturers and a long- 
time Altman friend who helped him win 
an assistant secretary - post m Jimmv 
Carter's Treasury Department 

Brad Johnson, a Washington lobhviM 
who formerly represented New York 
state and has known Altman tor vearv 
said that the deputy Treasury secretary is 
probably a little bit more in the Can- 
tons camp, but added. “The tact that he > 
really not seen as in one camp or another 
is testimony to ha capacttv to respond to 
everyone s interests." 

The wmch-camp-is-AJtfnan-Mi question 
is particularly piquant amid perceptions 
that, if the versatile investment banker 
has aedimated himself to the style ot this 
Administration. Bentsen has had a 
bumpier transition. The former Senate 
Finance Commmce chairman a of a dif- 
ferent generation, and Treasury sources 
report that he a s ome ti m es exasperated 
at the amateurish ways of White House 
neophytes. 

"I've adapted myself to this." Bentsen 
said, when asked about the free-flowing 
style of Administration policy making. 
"It's the way this Pr m d cm works, and the 
collegial atmosphere and all that. ' 
Bentsen added that Clinton s operating 
style was “evotvmg some. The President, 
as he has been living in that rob. the btc 
m ee ti ng s going on with 25 p eople, mere v 
less of it — 1 think that s good. " 
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3entsen said that Alt- 
nan is top-notcn and 
.crtainiv a trusted aavis- 
.r ot mine — «na auicxiv 
•uded that he was also 

erv proud »r otner 
ncmoers or his Treasury 
\um. 

Sentsen has assigned 
mportant tasks to his 
Jeoutv. including a role 
m recasting the U S. rela- 
tionship with Japan, a 
'pecial interest ot Alt- 
man s. Nonetheless. the 
assumption among some 
people who know Alt- 
man. and among manv 
.^servers or the Wash- 
ington power game, is 
that ms real obiective is 
to succeed Bentsen as secretary m a sce- 
ne Cinton term— »>r mavpe even soon- 
er it. as some Treasury -watenen specu- 
uie. Bentsen resigns. 

Mtman wants to be Treasury Secre- 
tary when Bentsen leaves, said Todd C. 
Quchhoiz. an economic policy aide m the 
Bush White House who is now president 
't the 07 Group, an Alexandria (Va.)- 
based financial consulting tirm. 'That 
means he makes nice with Hillary ' and 
others at the White House. Buchhoiz 
added. 

Altman certainly is hospitable: After 
ast vear s Democratic National Conven- 
tion m New York City, he invited the 
Clintons to take a vacation at ha 500-acre 
cattle ranen in Jackson Hole. Wyo. Clin- 
ton ended up boarding a campaign bus 
and not taking any time off. but tha sum- 
mer Altman renewed the invitation. 
Although the Gintons eventually went to 
Martha s Vineyard. Altman s invitation 
was considered seriously: White House 
'ccunrv personnel were dispatened to ha 
ranch to scout it out. 


There s a link bit of Potomac fever m 
ail tha. ’ said C. Michael Aha an Altman 
acquaintance who is the senior interna- 
tional economist tor Prudential Securities 
Inc 

Some Wall Streeters, in fact, have long 
v iewed Altman as more of a politician 
than as a credible financial spokesman. 
SulL on a playing field that rewards the 
socially agile, longtime Altman-watchcrs 
aren t expecting a stumble. On Wall 
Street, he was known as what financiers 
call “a relationship builder , ha specialty 
was in cultivating powerful corporate 
chiefs as clients. In interviews, friends 
and associates invanablv point to Alt- 
man s aptitude for astute readings of 
potenaailv precanous interpersonal situ- 


He handles people very well. . I 
think that s the chief reason he has done 
so well in ha career. * said Anthony M. 
Solomon, a former president ot the New 
York Federal Reserve Bank who was 
Xltman s boss at Treasury during (he 
Carter yean and who has been an adviser 
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thc Blackstonc Group, the 
:nt bank in which AJtman 
was a partner. 

Asked whether he has to bal- 
ance his loyalties to Bentsen and 
the White House. Altman said: 
"There's none of that. Secretary 

i Bentsen is s close, trusted, very 
important advoer to the President. 
i ... We just have a very coikpaJ 
I group here. I dos t think (hat s 
■ going to change President Clinton 
made a very btg point at that when 
he selected his team.' And. he 
said. Bentsen has told hun that he 
plans to serve a full four-year term as 
Secretary. ("I’m here. I’m enjoying the 
work and I expea to stay here. Bentsen 
>aid in the interview. > 

Altman added that ha network of con- 
tacts with the Gintons and senior White 
House strategists was certainly a plus 
because it allowed him to function as 
Bentsen s “eyes and ears ' at the White 
House. 

-amuwnvaffVLMO* 

Altman an t the fust deputy Treasury 
secretary to accumulate potiocaJ dout In 
the Reagan Administration. Richard G. 
Darman was intimately involved in 
weighty matters, including the 1986 Tax 
Reform Act But Darman was pan of a 
package with James A Baker III. ha boss 
in the Reagan White House and at Trea- 
sury. Altman has ha own independent 
stature. 

His biggest accomplishment on the 
Clinton team was his performance m 
managing the war room effort to win pas- 
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•ate 3i ent President i economic Dtautt 
n August. Altman was selected bv White 
House cmef of staff Thomas F. (Mack) 
McLartv (II. who called Bentsen and 
asked to borrow his deputy for a few 
weeks. 

Altman took charge of a crowded 
room of several dozen political strate- 
gists. communications specialists and 
field operatives armed with telephones. 

computers and other electronic gear. Ini- 
tially there were doubts about ho sawv 
at tho level of combat. But Altman exer- 
cised his command lightlv. ho style was 
not to give orders but to summon recom- 
mendations from the rank and file. On 
one occasion, when he told the troops 
that a response was needed to a state- 
ment from a Senator, they told him that 


Wall Street auicxjv caught on to Alt- 
man s ennancea suture. “Mr. Altman 
plays a kev rote in the Clinton Admmi- 
straoon. a role that extends well bevond 
the defined duties of the deputy Treasurv 
secretary.” former Federal Reserve 
Board chairman Paul A. Volcker re- 
marked in introducing Altman as a 
speaker at a recent New York Gey con- 
ference on U.S. -Japanese relations. 

These daw Altman is pan of a small 
White House stcenng group on health 
care reform strategy led by Hillary Clin- 
ton — and he s defending the package in 
White House pressroom briefings. White 
House strategists like Altman because he 
is viewed as a 'team player'’ who 'knows 
the eco nom ics but alio understands mes- 
sage and p ottie s.* Sp aring said. 



•*f the National Economic Council 
i VEO. Altman was content to roll up ms 
sleeves and paoendv assist runtor Clinton 
helpers trying to get a handle on co m pu- 
cated economic matters. This earned 
both Rubin and Altman the goodwill not 
ontv of the hamed candidate, but also of 
aides such as Sperling and George R. 
Stephanopoulos. who now occupy top 
White House skits. 

Altman a prized for ha press relations 
skills— 'He s one of the best television 
people we have.'* Stephanopoulos said. 
Not only does he stick to the message, 
but he a fast on ha feet and can disarm 
rapid-fire journalists with light humor 
Pressed by White House reporters on 
whether the Adminatration planned to 
rase taxes on alcohol and tobacco to pay 
for health care reform. AJtman 
said. 'The President s upstairs 
having a drink and a near and 
will make that decision short- 
ly." The riposte was auoted m 
Newsweek and other publica- 
tions. 

Fncnds on Wall Street were 
delighted with the quip— tor 
one dung, it indicated that AJt- 
man was dose enough to the 
President to nsk the joke. “Yea 
gain an enormous amount of 


of inner security.' Solomon. 
Altman s former boss. 


he was wrong and persuaded him that 
they were nghL 

He bolstered morale bv treating the 
recruits to morning bagels and coffee. 
Thcv took to calling him “Caivtlle with 
cuff links.” after James Candle. Clinton s 
prized political strategm who hea ded the 


blue jeans. A Republican Senate aide 
told The New York Times that Altman 
was putting out 'pure unadulterated 
junk ’ on the President s mutative— but 
criticism from that quarter only endeared 
Altman to the White House. 

'Roger Altman was absolutely superb 
heading up the economic boiler room 
effort— and without him. I really don t 
dunk we would have pissed the budget” 
McLartv said in an interview. 'He ccr- 


ored of Altman. At a recent White 
Home dinner party, she sang Altman s 
virtues to Peter G. Peterson, chairman of 
the Blackstone Group and Commerce 
Secretary under President Noon. 'She 
was speaking of him very favorably.” said 
Peterson, who has known Altman for 20- 
odd yean. 'He's close to Hillary” Alt- 
man served for several yean with Mrs. 
Clinton on the board of the Children s 
Television Network, the creator of 


«m nun v. wAanwTOM 

White House strategists see 
| Altman s backround as an 
i investment banker as an asset 
* in selling their message to hard- 
i headed monev managers m the 
£ financial communitv But 
although Altman has plenty ru 
■m* friends and s u ppor te rs on Wall 
Street, his stature and wealth 
do not approach those of NEC chief 
Rubm. who ran Goldman Sachs * Co . 
p robably the Street s mast wed regarded 
firm. The Blackstone Group is a bou- 
tique firm, and Altman was vice chair- 
man but never the manager. Moreover, 
lus fnendstup with the Chmons mav actu- 
ally detract from hn standing on Wall 


Altman also forged ucs with the Gin- 
ton crowd in the heat of the campaign 
battle. He was what campaign aides 
called 'nondutch”— unlike other bigwi g s, 
he never insisted on personal contact 
with the candidate. Like Robert E. 
Rubm. the financier who s now i 


'It’s not that h 
David M. Jones, chief economist and 
executive vice president for Aubrev G 
Lanston A Co. Inc. a Wall Street govern- 
ment bond dealer. 'WaH Street makes a 
bemc judgment on a person. Do you cam 
financial credibility, or do you cans' polit- 
ical dout? And the judgment on Altman 
is that he carries political dout— as an 
FOB.” or Fnend of BUL “It s more or an 
He s ven much 
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-_• so«r:c:an. : in n^cc-tne 3e:i- 

..,v are. 

?:'JCie un A all Street— .nu I „^n i 
»no* mat Clinton would ever team 
ms— vjon t take Altman as seriousiv as 
-ome oeooie do m Wasnmeton. ' -aia a 
Wall Street nnancicr witn experience as a 
W ashington doiicv matter. He's a *erv 
’rant, -.erv ambitious. very aggressive 
:uy. f>ut ne > not a Heavyweight on w all 
street. 

Wall Street s take on Altman toes 
~acx t,v *ne eariv togos According to 
• uvea j na Cion on WaU Street i Ranacm 
House Inc.. IV86). Ken .Auletta s boox on 
the tail of Lehman Brothers, mere was 
resistance to Altman s bid to return to 
ihat investment banking firm alter his 
Mint m the Carter Administration. He 
did come back, but “hts deep involve* 
mcnt m Walter Mondale s presidential 
quest. beginning almost as soon as ne 
'ciomeu Lcnman. (and| (he pictures 
trrangea on the office wall— Altman 
•baking nanos with President Carter. Alt- 
man Mandtnc with former Treasury xc- 
*etarv Michael BlumentnaL Altman with 
Mavor Edward Koch — hinted at hts true 
ove and no doubt fueled the resentments 
of partners who thougnt him too politi- 
cal.' " Auletta wrote. 

Like many on Wall Street. Altman has 
long called for tough action on the bud- 
get deficit. In an interview with National 
Journal during the Clinton campaign, ne 
declared: ~As politically excruciating as it 
may be. we have to deal with entitle- 
ments. We have to get to some form 
of means-testing to do it. * 

But inside the Administration. Altman 
has established a reputation as a pragma- 
tist. not as a militant deficit hawk. Oeouty 
budget director Alice M Rrvlin. for one. 
<s viewed as a tougher deficit wamor. 

In an article in the October issue of 
Tie Atlantic (hat called for new clamps 
>tn middle-class entitlement beneuts. 
Peterson dimissed Cinton s deficit re- 
duction plan as "a few teaspoons of 
'yrupy medicine. ' After the artide ap- 
peared. Peterson said, he got a now from 
Altman praising its -trenchant reasoning 
and all that sort of thing ' but citing the 
political’’ obstacles to deficit reduction. 

In the mtetvicw at his Treasury quar- 
ters. Altman said that the missing ele- 
ment in Peterson s analysis was -a politi- 
cal strategy ’ for deficit reduction. A 
national commission for balancing the 
budget, proposed by Peterson, -is not a 
political strategy. ’ Altman added. 

Asked for his strategy. Altman replied: 
-I think it's very difficult ... I thought we 
fought a remarkable battle ** to get Clin- 
ton s economic package through Con- 
gress. i do think we ultimately have to 
means-test a whole list of entitlements. ‘ 
Did he push that argument within the 


^ministration ‘ answer :o :nat s 

• ev \iiman <aia. rut I Jon t want :o 
■verrate tnai. We naven 1 naa a yiil 
'cmor sit-down on mac particular auc- 
tion. . . . There hasn t been a sertous 
review. ‘ 

Some Wall Streeters sav (hev ve been 
disaopomteo to see Altman heio the 
Administration develop an aggressive 
new trade poiicv catling tor Japan to 
reduce its trade suroius ov opening its 
markets to U S. products. The Black- 
Mone Grouo. which is oartiv owned bv a 
Japanese securities nrm. reaped rat tees 
in the 1980s by brokering purchases ot 
U S. firms ov Japanese companies. Alt- 
man visaed Japan manv times to help hts 
firm develop business there, and he 
entered the Administration with a repu- 
tation as an opponent of calls for a mote- 
managed trade relationship between the 
two countries. 

An acquaintance said approvingly (hat 
Altman had been reeducated’’ to' take a 
more torcetul posture against the 
Japanese. 

But m me intennew. Altman declared: 

It’s not the case that to know Japan 
quite weii is to defend Japan. ... I think 
the U.S.-Japanesc relationship, economi- 
cally speaking, has to change. I've 
thought that from the moment 1 got here, 
and long betore. ' 

Altman may be getting an unfair share 
of the blame tor policies that are unpopu- 
lar on Wall Street. Some financiers, for 
example, identify him with the Admini- 
stration s decision to try to reduce inter- 
est payments on the national debt by cur- 
tailing sales ot relatively high-interest 
50-year Treasury bonds— a very prof- 
itable security tor Wall Street traders. 
But Altman said that a conflict of interest 
(he was divesting ownership in an arm of 
Btackscone that had a stake m the gov- 
ernment securities market) kept him 
from participating in that decision and in 
other debt-management matters. 

And Altman has at times counseled 
agamst the sort of Big Government steps 
that keep money managers and market- 
oriented economisif lying awake at night 
For example, he joined other economic 
policy advisers in persuading Clinton not 
to adopt short-term price controls on the 
health care sector. 

-The question about Roger is. what 
kind of a Democrat is he?** a longtime 
acquaintance of Altmen and Clinton s 
said “It's not dear what Roger s agenda 
is. I don't know. Roger s economics are 
fairly moderate, but he s also politically 
loyal to Clinton. ’ 


Political lore has it that Cinton had 
designs on the p re si d en c y since the first 


■rice, ana Altman s ascent seems aunost 
•> caremttv oiottea. Roger r»as oeen m 
•onng training tor mis tor quite a tone 
time. ' said Roger kubarveh. manager ot 
the New York Cicv-bascd financial firm 
ot Henty Kautman a; Co., who worked 
-vith Altman in Carter s Treasury I 
Jon t think mere are very manv peooie 
wno have so consciously prepared them- 
selves ror a 100 in government as muen as 
Roger nas. ' - 

Politics and government have lust 
about aiwavs interested him— “ever since 
I was 10 vears oid. ‘ AJtman said. He grew 
up in Boston in what he described as a. 
“very progressive family.'* His father died 
when he was 10. and he was raised by his 
mother on a librarian s salary. He 
majored in government at Georgetown 

Although Altman 
has plenty of 
friends on Wall 
Street, he's seen 
more as a political 
player than as an 
innovative thinher 
or as a voice far 
the financial 
community. 


University and lost a race for student 
body president. He was a year ahead of 
Cinton: the two knew each other but 
weren t especially dose. 

At the University of Chicago's busumss 
school, he took t brief leave to lick 
envelopes and canvass for Robert F. 
Kennedy in the 1968 Democratic presi- 
dential primary race. Afterward, he went 
to Lehman Brothers. It was a perfect 
choier The firm was a magnet for imam- 
mem bankers with a yen for the Wash- 
ington political arena. The partners 
included George BalL a top foreign poli- 
cy operative m die Kennedy Administr a- 
tion. 

Atanan excelled at Lehman Brothers: 
after just five years, he became the 
youngest general partner in the post- 
World War II history of the firm. You 
can do that either by brain power or bv 
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'e**»a . tr\ attentive :c oeocie v?<j ars 
romg to mac accisions. an Altman 
icouaintance said. He is verv pouucuN 
oonaucated. 

But atter Carter i election, he beat a 
path to the door ot Jasmowski. who *11 
nandlmc the economic policv transition 
ream. He was very pesky/ Jasmowski 
recalled with a laufh. He was so persis- 
tent m seeiung a job that I finally had to 
mre mm At age 30. Altman became 
assistant Treasury secretary tor domestic 
rmance. 

At Carter s Treasury. Altman was orei- 
ty mucn ot a tower-rung version Of what 
he is today — a troubleshooter. He had 
rwo hot issues on his plate: the federal 
bailout of Chrysler Corp. and the finan- 
cial rescue of New York City. **Hc 


maneuvered through those waters very 
effectively. " recalled Johnson, the cs- 
New y ork state tobbvm. who frequently 
met with Altman during that period. 
Johnson praised Altman as an astute 
deal maker ' who "has a great capacity 
to make vou feel he is bringing you into 
his confidence. ’ 

Not everyone remembers Altman vj 
fondh A lobbyist who had dealings with 
the young assistant secretary recalls him 
as absolutely incredibly arrogant— an 
incredible know-it-all for someone who 


-;*i !MI snow i ... ‘ Nor. jcsoite t r.s 
rave reviews ne nas collected trom Cun- 
:on Administration colleagues, does 
evervone tftese days tind Altman ap- 
proacnable Roger s nose is about 30 
degrees higher in the air than it snouid 
be. ’ a Washington lobbyist groused. He 
can be verv aloof/) 

In the vears between the Carter and 
Clinton Administrations. Altman fol- 
lowed Peterson trom Lehman Brotners 
to the Blackstone Group and found pien- 
tv of time to speno on politics and public 
policy After the tailed Mondaie cam- 
paign of 1984. Altman advised and 
helped raise money for Michael S. Du- 
kakis s presidential bid in 1988. “I'm sure 
there was not a Democratic business sup- 
porter he didn t know/ recalled Jefrrev 
E. Garten, a longtime 
friend from Lehman 
Brothers and the Black- 
stone Group whom Clin- 
ton has nominated as 
Commerce undersecre- 
tary for international 
trade. 

Altman helped advise 
New York City on its 
troubled finances and 
kept immersed in the 
world of policy wonks. 
He wrote numerous com- 
mentaries for The Nen 
York Times on such big- 
picture topics as the 
Midcast crisis, inflation, 
the defiat and the peace 
dividend/ He was an 
active member of the 
Council on Foreign Rela- 
tions. a New York Cm- 
based assemblage of 
luminaries trom govern- 
ment. finance and tnc 
press that is a son ot last 
outpost of the eastern 
J establishment. He made 
i time to appear at comer- 
* encet and read researen 
i papers. 

a Although friends and 
contacts said in inter- 
views that Altman s 
immersion m public poli- 
cy has given him a breadth of knowledge 
that many other investment bankers lack, 
virtually no one volunteered that ne 
stood out as a particularly creative or 
innovative thinker. Pan of ius difficulty in 
being recognized as a policv sage mav he 
that the Blackstone Group was dominat- 
ed by Peterson, who had attained a 
Renaissance Man reputation m the elite 
salons of Washington and New York. 

"I don t think he considers himself an 
intellectual, but he s a vent good opera- 
tional man." Solomon said of Altman. 
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}t course. Bentien .vn t rcgarcca ^ . 
oanicuurrv innovative inmacr. saner. ms 
main attraction tor Clinton was 
stature on Capitol Hill. If Altman s goal 
is to become Treasury Secretary, ms 
close connection with the Clintons mav 
oe all that counts. Roger snouid have 
been Secretary of the Treasury, a mend 
ot the Cantons said. "He would have tit 
m better with Canton s >tyie ot leader- 
ship/ 

Asked if Altman would make a good 
Treasury Secretary. Peterson said: He s 
very good m relationships. People 
trust turn, clients mist him. He s got 
tremendous energy— tremendous ener- 
gy — and he gets things done. 1 wasn t sur- 
prised to see him do so well in the boiler- 
room thing/ Asked if Altman needed 
more seasoning, he said: "Depends on 
when it happens. I guess. You grow up 
prettv tast in Washington under this kind 
◦f pressure/ 

Peterson added: I guess if vou had 
asked me to pick a Treasury Secretary at 
the outset of the Administration, "it 
would have been Volckcr. . I .don t 
know that I had a second choice. 

A plugged-m Wall Streeter who thinks 
very highly of Rubin doubts that the 
NEC chief would stand bv and allow Alt- 
man to assume the top Treasury post. 
"Bob Rubin am t going to work with him 
as Secretary/ this source said. "They *e 
been very dose, but it s one thing to be 
close when you re just kibitzing, and 
another thing when one guy a out there 
with all the trappings and the airplanes, 
and the other guy i* sitting in a little cubi- 
cle/ (Rubin has a small, wmdowics* 
office in the West Wing of the White 
House.) "If Bcntsen goes, it will not be 
Roger. I'd stake a couple ol bucks on 
that. 

Asked if Altman might be promoted to 
other posts in the Administration. 
Sicpnanopoious said be had no idea 
about specifics, but that the answer wan 
absolutely/ Since ihe sun ol tnc cam- 
paign. “he's always been a star. ' the 
White House aide said. 

Altman s only setback has been his 
health: He collapsed last year while tog- 
ging in Central Park and qwm 13 davs m 
the hospitaL He was dugnoaed as having 
a cardiac arrhythmia— an irregular 
heartbeat— and is now taking medication 
and has gone back to jogging every 
morning. 

In the meantime. Altman basks in the 
praise of his peers, and thev bask in his 
ascent. When a new star sparkles m the 
Washington heavens, its ravs illuminate 
those who made the me possible Roger 
is probably tht most exceptional or tnc 
mom gifted policy, political and business 
personality that 1 know/ Jasinowsai said 
"I'm very high on Roger/ ■ 
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Dateline California 


Business 

Whistle-Blowers 
Say R’ in RTC 
Stands for Rotten 

For Annette I. LePique. 
rent, it was onone calls at 
-tent m wmcn the caller al- 
ways nunf up without a word 
She returned from vacation to 
find her garage door open. 
Those tnings didn t happen be- 
fore sne joined the Resolution 
Trust Corp. s Orange County 
office She moved. 

LePique and two other* from 
the Newport Beach office blew 
the whistle on RTC manager* 
at a Senate Banking Committee 
hearing in September 

Their cnarges of manage- 
ment abuse — roundly denied 
by RTC officials— delivered 
another blow to an agency that 
■ome believe snould have been 
<nociced out long ago by its 
alleged incompetence, mis- 
management. favoritism and 
questionable deals. 



RTC Workers Tell of Abuse by Managers 


■ Workplace: In Senate 
testimony, three Newport Beach 
employees describe an old-boy 
network that promotes 
wrongdoers. But accused 
executives deny problems. 

By JAMES S. GRA NELLI 
nuts STAFF waiTta 

NcwtorrasACM 

S andra Cnsman. struggling to breathe, 
was rushed to the hospital twice 
during two months of illness last year 
that was aggravated by stress from work- 
ing at the Resolution Trust Corp. s West 
Coast office. 


About the same time. Annette I. LePique 
was getting telephone calls at night in 
which the caller always hung up without a 
word. She returned from vacation to find 
her garage door open. Those things didn't 
happen before her troubles at the RTC 
began. She moved. 

J. Hans Mangelsdorf sometimes carries a 
gun since hearing that a colleague in 
another RTC office received threatening 
calls. During one call the colleague taped, 
only the sound of machine gun fire was 
heard. Mangelsdorf tries not to do anything 
rouuneiy anymore. 

"I look over my shoulder a lot more than 
I used to.' said Mangelsdorf. who has 
worked in the Newport Beach office almost 
since the RTC opened it in March. 1990. 


The origin of the stress and concern, the 
employees say. isn't in carrying out the 
RTCs duues of managing and selling the 
houses, apartments, office buildings, loans 
and other assets of failed savings and loans. 

The culprit, they allege, is the agency s 
own management. 

The three Orange County employees and 
10 others from across the nation blew the 
whistle bn RTC managers at a U S. Senate 
Banking Committee hearing in September 
Tired of what they saw as discrimination, 
harassment and reprisals— and of an old- 
bov network they say promotes wrongdo- 
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■?rs *nne •:r.r.g lard woricers— me *njs- 
e-oiowen surt:ea commmee memoers 
*un tneir testimony 

T heir cnances of manaeement abuse— 
round v denied by RTC officiais-de- 
: vered another blow to an a«eney that 
iome oeueve snouid have been knocked 
jut tone aeo by iu allefed incompetence, 
mismanagement. favoritism and question* 
aoie deais RTC blunders, critics say. have 
added antnown millions to the taxpayer 
cost jf cleaning up the nation s failed 
thrifts. 

You folks are up here :n agony while 
the folks who are persecuting you. uteraily. 
are oemg promoted and running around 
without any retaliation. * Sen. John F. 
Kerry iD-Mass. ) told the whistle-blowers 
at the hearing. Now I don't know how 
others feel, but I think they're the 
folks who ought to be fired.” 

Tomas Gotor. formerly a top 
execuuve in the Newport Beach 
office, ims fired after Washington 
officials concluded that he sexually 
harassed LePique and abused his 
position as a high-ranking manag- 
er. 

G otor. who oversaw the office’s 
huge outside -contracting op- 
eration. denies he did anything 
wrong and charge* that the com- 
ments he is alleged to have made 
were concocted by others to ad- 
vance their own careers. He has 
appealed his dismissal to the U.S. 

Merit Systems Protection Board 
and is awaiting a decision. 

Most managers at the Newport 
Beach office have supported him. 
including the director. Alvin J. 

Felton, and the former top deputy. 

Philip V Jones Jr. The agency's 
own equal -employment probe 
found that Jones had discriminated 
against Cnsman. yet he was pro- 
moted last summer to a major RTC 
post in Washington. 

What s clear is that there is a 
very significant pattern of mis- 
management. and it's particularly 
prevalent in the Newport Beech 
office.” said Jonathan Weiner, a 
top aide to Kerry who put together 
the whistle-blowers hearing in 
September. 

We’ve talked to numerous peo- 
ple there, and the pe r so nn e l prac- 
tices are extremely disturbing. 

People are being treated abumveiy 
routinely.” he said. 

The RTC was created ee a tem- 
porary agency at the peak of the 
thrift industry eras in 19M— its 
hierarchy staffed by Federal Dt- 
pant Insurance Corp. em pl oy ees— 
and given the job of liquida tin g 
failed thrifts. It is scheduled to 
close by the end of 19M. 

Across the country, some RTC 
executives have run amok. Weiner 
believes, because they never 
viewed themselves as part of the 


easiness community The agenev 
nnented some FDIC management 
proolcms. nad an immense work- - 
.oad and sold assets too quickly at 
steep discounts, he said. 

The agency, which may create 
an ombudsman post to handle in- 
'.emai problems, has prepared a 
response for the Senate committee, 
but that response is being reviewed 
by the Treasury Department. 

"I would not want to reach any 
conclusions on the information 1 
have seen so far. " said RTC 
spokesman Stephen Kauanos. 
There are managers hers who feel 
very strongly about the rights of 


The agency’s own equal-em- 
ployment reviewers found fault 
with Felton and Jones in the 
Cnsman and LePique cases. Ths 
women prevailed, but they have 
yet to receive back pay or damag- 
es. No formal findings have been 
reached in Mangelsdorf's com- 
plaint over reprisals. 

Each of them told the senators— 
as well as RTC investigators— 
about retaliation when they aired 
management problems. 

“They pulled out [ihe| stops to 
try to discredit me. ” LePique said. 

Mangelsdorf said simply. 
’They've destroyed my career.” 
LePique's woes began in Sep- 
tember. 1911. after she gave a 
sworn statement supporting an- 
other employee who had filed sex- 
ual harassment charges against 
Gotor. Mangelsdorf. once Gotor** 
friend, claims he faced retaliation 
for .testifying in January on Le- 
Pique's behalf after she filed her 
own complaint. 

Cnsman. who heads a contracts 
department, was never told why 
she waa not promoted. She did 
know, though, that there were only 
four women supervisors out of 25 
in Newport Beech and that men 
with poor evaluations and leaa 
ripenence were being promoted. 

44 VT7hen I filed this complaint. 

yy I knew pretty much that 
it waa carter smode.” Cnsman 
said. T waa thinking I probably 
would be ostracised by senior man- 
agement because that’s viewed aaa 
very negative thing. But I felt so 
strongly that I eras being wronge d . 
I had to do something.” 

After an informal investigation 
determined that Cnsman was de- 
nied a promotion for unspecified 


Tenaon and stress led to bron- 
chitis and pleurisy, she said, ex- 
plaining that she twice went to the 


hospital because of breauitr.r prob- 
lems. Cnsman. a soft-spoken wom- 
an who ta expecting her second 
child soon, became so infuriated 
when she learned :n August that 
Jones had been promoted that she 
agreed to testify before the Senate 
Banking Committee. 

“That indicated to me that the lip 
service we had been given was just 
that, that there weren t really any 
sincere efforts to make changes. ‘ 
she said. 

LePique. who can be as fiery as 
Cnsman u quiet, has been fighting 
not only for a promotion but for her 
reputation. 

Almost since the day she started 
working at the Newport Beach 
offic e in July. 1990. according to 
the BTC’s equal -employment in- 
vestigation. LePique had been the 
subje ct at Color's advances— or his 
efforts to control her— and. having 
failed at those, to run both her 
nemo and her csreer. 

E ventually, his lewd and threat- 
ening comments became so 
pervaave. LePique said in surnma- 
rang her charges, that a number 
of RTC employees who don’t even 
know her eame to believe she was 
either promiscuous with men or a 

Iffbtan 

When it came time a year ago for 
a promotion LePiquo had boon 
promised, records show that Jones 
asked her only a few question* 
What her relationship was with 
each of two women and why sbo 
couldn’t get along with Gotor. who 
wasn’t then her supervisor. 

T was stunned. ” she said. 

Those three yearn of all thooo 
comments— the lesbianism, the 
promiscuity— l had pushed u» the 
background and said. 'U dooai't 
matter because l‘m domg my job 
and that's all that anybody carat 
about.* It hit mo right in the toco 
that that isn't what everybody 
caret about.” 

According to RTC records. Janoo 
smd Ida qutotmno were appropriate 
horauoo they were job-related and 
that, in addition. LePIquo'a work 
performance had slackened. 

Once she filed her formal com- 
plaint. the npnmanda and repri- 
sals rainod down. Several doom 
rot le a gu es ques tio n e d by senior 

some in tear* 

“Thooo were the dark days.” 
LePique said. “I began to Uunk. 
What have I done to all thaao 
people, let alone myeetfT ” 

After racotvmg anonymous tele- 
phone calls, finding Urn ear van- 
daltaad at work and her garage 
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:oor open. sne figured it was time 
•o 90. I was avmf in Costa Mesa, 
out I moved because of all this. ’ 
she said. I can t second-guess it 
because l have a small child.'* 

Color domed making sexist re- 
marks to or about LePique. seeking 
dates wuh her or trying to ruin ner 
career. He acknowledged, howev- 
er. that men meeting behind closed 
doors sometimes engaged in sexual 
banter and that such talk was 
nothing out of the ordinary .'* 
Mangelsdorf. though, says Gotor 
crossed the line, expressing in de- 
tail his desires. In testimony. Man- 
gelsdorf revealed those comments 
as well as Gotor's requests for help 
in getting a date. He also testified 
about fraud and mismanagement, 
including phony sales figures he 
said the Newport Beach office once 
gave Congress. 

He didn't win any fnends among 
top managers. 

'Tm outspoken. I have very 
strong convictions. I'm very stal- 
wari I call foul when I see foul. I 
like the truth.'* he said. 

In fact, he said, managers now , 
call him a liar. 

Mangeladorf said he suspected a 
year ago that he would be drawn 
into the RTCs internal inferno, so 
he straightened out his financial 
affairs in case he lost his job and 
agreed to his wife's wishes to move 
out of Hunungion Harbour. 

He is also worried about possible 
physical attacks. 

"If it weren't for the Senate 
hearing. I wouldn't carry a gun.'* 
he said. But he became alarmed 
when an RTC employee from Chi- 
cago told the committee Hut his 
life waa threatened several times. 

Mangelsdorf said his new neigh- 
borhood has triple -redundant se- 
curity." including an armed-guard 
service that patrols hts street 24 
hours a day. 


My personnel file -is full of 
unsigned tetters that a on t have 
anytmng to do with anything, but 
•.hey re in there. ' he said. They ve 
destroyed my career My alterna- 
tive is to go to work for myself." 

G ator has no sympathy To him. 

LePique and Mangelsdorf are 
unaerachievers ‘ who made phony 
allegations against him to seek 
promotions when their joos were in 
jeopardy 

Gotor never grasped how serious 
the case against him had become 
unul he was removed from his 
influential post in May and sent to 
work at a failed San Diego thrift as 
the equal -employment investiga- 
tion continued. After the finding 
against him. he was fired in Au- 
gust. 

"Although you can prepare 
yourself for something of that na- 
ture. when it finally taka place, 
it s generally a lot more of a heavy 
blow than what you anticipate." he 
said. "At least it was in this case." 
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Hnfttd States £cnatt 

COMMfTTff ON IAMKINQ. NOUSMU. AND 

umun awajhs 

WASNNwarON. 5C S0« 10-0078 


January 11, 1994 


Honorable Janet Reno 
Attorney General 
UJS. Deportment of Justice 
Washington, D.C. 20630 


Dear Attorney General Reno: 

We regret that you hare reported Congressional requests to appoint a 
apodal counsel to examine the allegations of potential misconduct that hare 
rueontly surJhcrd concerning Madison Ouarauty Savings and Loan ("Madison") 
anil tha Whitewater Development Corporation (•Whitewater''). 

Of course, we esproos no opinion as to whether any of the allegations arc, in 
foot, true. Nor do we ospiees any view as to who may. or may not, be involved in 
any misconduct Nervertholms, we are writing to Wgo y»u W noj lm pi t^^j y to 
seek agreements to mil the relevant civil and criminaT stateto of limitations, 
w&uE'ore now espi^ug. " ~ 

While we have our difference* with yen over whether to appoint a special 
counsel uiaksr your authority, or an independent counsel (bltowingmauthiiHsation 
of the Indc^wndont Counsel Act, we truat that we urn pursuing o common 
objective: a fair investigation conducted in an objsetivo, impartial and 
i n de pe ndent imhiim The American people, the President, and Mrs Clinton 
deeerve nothing leae. 

We are concerned* however, that Uio goal of hrimaes and the opportunity frr 
tha Frwddsnt ami Mrs. Clinton to dispel any doubts about thair lack of personal 
involvement In any of the alleged misconduct may be hampered by the frequent 
and unfortunate delays in this case. A* you are aware, Madison frdled and was 
taken over by the Resolution Trust Corporation in lttfr, many of tha allegations 
cousomhig Whitowatsr stem from tha mid-lBAOs. However, das to various (actor*, 
including tha delayed mcusal of key officials in yeur Department and the UJGL 
Attorney in Tittle Book, them allegation* have not been punned in an expeditious 
manner. As a mult, immediate action is now critical. 

Under the fVidcawl Deposit fnaarsne* Act, the RFC has only a Jim year 
period in which to bring a civil suit Cat fraud, starting from the dido it boeovne the 


fZlSl 


4692 


2 

anner.rvntnr nr receiver of n failed inatituUon. Thun, the ability ui Ilia KTC lu uk* 
civil uctiua may uxpiro mm esriy mm MercU, 1994, Him eUluta of LlmiUtionj for 
criminal actions involving bank fraud ia 10 yean from the data of the occnrmrvy 
of tho criminal activity. 

In order to rcnolvc any and all questions regarding Madison and 
WhitcwaLur, wo urge you and the RTC to teak voluntary agreements with all 
relevant parties, including the President and Mrs. CM n ton, the McDougois, David 
Ilale, Jim Guy Tucker, Seth Ward, and the Roar, f.nw Firm, to loll Ike r unning of 
the statutes of limitations - in other words, to nook their ogxeement to voluntarily 
waive th ese dn foaacs. Thcao agreement* will allow lime for a complete and 
independent investigaliou and permit the orderly operation of the legal and 
judicial processes. It will also remove any doubt that the above named portion 
may seek to use the statute of limitation* aa n procedural detinue. Furthermore, 
it will reassure the American pnhlfa that anyone implies Led in any wrongdoing 
will answer these allegations on thuir merits. 

Attorney General Reno, thank you for your consideration of this request. 





Sincerely, 






cts Ko^ar Altaian 

Raaoiiitioa Itart Corporation 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. RyaniCEOiRTCDC 
Ellen B. Kulka6Legal-sc§RTCDC 
Thomas L. HindesfLegal-plsQRTCDC 
Mark GabrellianCLegal-plstRTCDC 
Peter E. Knight§OGR§RTCDC 


April A. Breslaw#Legal-pls§RTCDC 
Congressman Leach's statement 
Thursday, March 24, 1994 17:43:33 EST 

N 


As you may know, Congressman Leach made a statement regarding the so-called 
"Whitewater" affair on the floor of the congress today. At one point, he made 
specific reference to me. I want you to know that I categorically deny making 
the statement which he attributed to me. Mr. Leach said: 

On February 2, 1994, the day Roger Altman briefed the White House on 
Madison Guaranty, RTC Senior Attorney April Breslaw visited the 
Kansas City Office and said ~that Washington would like to say that 
Whitewater caused no losses to Madison. 

I have never met Mr. Altman. I did not know that he was briefing the White 
House on February 2, 1994. On that date, I had not met either Ms. Kulka or 
Mr. Ryan. I did not say that anyone from Washington "would like to say" 
anything. 

I would note that Ms. Lewis purports to be a "criminal" investigator. As 
such, she may not understand that in order to pursue a civil case, the 
plaintiff must be able to demonstrate that it suff erred a loss. (Of course, 
if a criminal defendant is shown to have caused monetary loss, he or she may 
be sentenced to make restitution if he or she is convicted. In that sense, 
"loss" is relevant to criminal matters.) 

In any event, I met with Ms. Lewis briefly to see if she could shed some 
light on this element of the civil investigation. At the time, she seemed 
nervous and uncomfortable about the fact that her criminal referrals do not 
resolve the loss issue. She could not answer the main questions that I asked: 
What was the ending balance of the Whitewater checking account? Was it left 
in overdraft status, which would have meant that a loss occurred? 

It's my opinion that the defensive, political slant to her statement is 
simply an effort to draw attention away from her embarrassment over failing 
to document a key element of the investigation. 

If at all possible, I request that the RTC issue a statement which clarifies 
the fact that I am not a political appointee, that I did not act at the 
request of political appointees, and that I categorically deny making the 
statements attributable to me. Thank you for considering my request. 
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Mttd States Senate 

COMMITTSK ON RANKING. HOUSING. AND 
URBAN AFFAIRS 
WASHINGTON. OC SOS 10-SQ7S 


January 25, 1994 


Resolution Trust Corporation 
801 17th Street N.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

I am writing to you in connection with the letters of January 11, 
1994, to Attorney General Janet Reno and yourself, expressing the grave 
concern that I and a number of my colleagues have regarding the 
expiration of the applicable statutes of limitations with respect to 
possible wrongdoing at Madison Guaranty Savings and Loan ("Madison"). 
We urged that voluntary agreements tolling the statute of limitations be 
sought with all the relevant parties. That letter addressed the urgent 
need for immediate action with respect to any violations that may have 
occurred, since the applicable statute of limitations may expiro as soon 
as March, 1994. 

More than two weeks have passed since we raised this vital issue. 
In his public comments, Special Counsel Fiske has already demonstrated 
his recognition of, and sensitivity to, the applicable criminal statutes of 
limitations. 

I have yet to be apprised of what action, if any, the RTC has taken 
to ensure that the applicable civil statute will not expire. The American 
people have the right to know if any wrongdoing took place in connection 
with Madison. It is equally important that the rights of the American 
people to obtain a full accounting against wrongdoers be preserved. 


MMUW.0NU.JM 
H UtlM WiWlnM MMNNMUUAIftNIW'Wa 




muuMV aom * mu rn m 


^aatraasa” 


Mr. Roger Altman 
President Interim and 
Chief Executive Officer 
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The RTC should do all in its power to protect the American 
taxpayer by making a definitive interpretation of precisely when the civil 
statute of limitation will expire, and then take action to voluntarily seek 
agreements from potential parties to RTC-initiated legal actions. Should 
the statute of limitations run, any findings that the RTC makes will be 
meaningless-there will be no hearing and the American people will be 
left without complete redress. 

Members of the Banking Committee staff have discussed the need 
for meaningful action with representatives of the RTC. My staff was 
informed that the RTC had not yet made a final analysis with respect to 
the expiration of the statute of limitation. They were also informed that 
no response was immediately available, more than two weeks after this 
issue was raised-this is inconceivable and unacceptable. 

In light of the RTC’s failure to respond to these concerns for over 
two weeks, I am compelled to write again to ascertain what action the 
RTC has taken, so that I may consider alternate avenues that I can 
pursue in order to protect the interest of the American people with 
respect to this matter. I can see no reason for further delay on your part. 
Please provide me with your conclusions as to the application of the 
relevant statute of limitations with respect to the Madison situation 
immediately. 


AMD:dn 


Sincerely, 


^2 ^Lajl. 

Alfonae M. D’ Amato 
Ranking Republican 
Senate Banking Committee 
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OPENING STATEMENT OF SENATOR ALFONSE M. D* AMATO 
HEARING ON REGULATORY CONSOLIDATION 

March 3, 1994 


Mr. Chairman, we have worked together, and our staffs have 
worked together, In a bipartisan effort to restructure the current 
bank regulatory system. I enthusiastically |olned with you In this 
effort because we share the goals of streamlining regulation of the 
banking system and assuring the independence of the bank 
regulators. ' 

Mt ■ </o6i facet fttxr 

zf Independence is the bedrock principle that any consolidation 
proposal must be based upon. In this climate of conem about the 
Integrity of our financial system, It Is absolutely essential that the 
public have complete confidence in our Independent bank 
regulatory system. My confidence and the trust of the American 
people in this independence was jolted last week by the 
revelations about White House interference with the RTC 
investigtion of Madison Guaranty. Today, we learn from the 
Washington Post that there have beer^prevlous undisclosed 
meetings between White House staff and Treasury and RTC 
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officials. This time|i nv olv i ng the criminal referrals that were made 
to the Justice Department by the RTC. 

Mr. Chairman, in this climate of concern about independence, 
I was shocked to discover provisions buried in the Admlnstratlon 
bill that would make the proposed Federal Banking Commission a 
puppet of the White House. 

As I pointed out yesterday, under the Administration’s 
proposal, the Justice Department would have complete control 
over the new banking agency’s litigation authority. Section 304 of 
the bill, says: "litigation may be conducted only with the prior 
consent of the Attorney General of the United States and subject 
to the Attorney General’s direction and control." How In the world 
can the Federal Banking Commission be the cop on the beat when 
JaiwMIsnMH&Hillary Clinton’s friends like Webster Hubbell, 
have all the guns? 

In addition to requiring Justice Department approval over all 
litigation, the Administration’s bill would also prevent the new 
bank regulator from even proposing a regulation, submitting 
testimony, or providing legislative recommendation without the 
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prior approval of the White House Office of Management and 
Budget. 

If the Administration’s bill were the law today, the RTC could 
not sue to recover money from anyone who defrauded Madison 
Savings and Loan without Justice Department approval and the 

FDIC could not testify about Whitewater without the blessing of 

-Hut 

the White House. Its hard enough for^Amerlcan people to learn 

the facts and be assured the agencies are applying the laws 

Buf- 

impartially under current law^lmagine if these agencies were 
directly under the political thumb of the White House. 

How can we expect the American people to entrust Janet 
Reno to make decisions on bank litigation? Or, how can we tell 
them, that Webster Hubbell, himself under scrutiny by his old law 
firm, will make these decisions? 

I believe in the need to consolidate bank regulatory agencies. 

a 

But I believe more strongly in the princjpcle of independence. If 
the Administration does not agree with this principle, I seriously 
doubt any legislation will emerge from this Committee. If the 
Administration does agree, than I am encouraged by the 
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comments of the Chairman, the Secretary of the Treasury, the 
Chairman of the Fed, and our colleagues that we can improve the 
structure of bank regulation. But If their idea of independence is 
to put Janet Reno, Web Hubbeli and other Clinton cronies In 
^ont MljQt^ hwjaatinn<<i banking system, I will fight them tooth and 
/ ^^n ail. - — -cl ■ 

r— ~Mn C h air man rin today’s climate, these provisions in the 

- - - — - » • 

Administ ration’s proposal are outrageous. They are shocking, 
anld^thiy^re^wrdngk^ou and I know it, and the American people 
know it 

ffwve AwwOM/te* TftftT 

\(0U WAWT Ti Bitu LAre& 'flhS 

X v/E v/iul- 

towfiMue WOW to 

'ftfTPrT iNXs&IWtoe krce is 4 fieuitmfru- 

CAucoLwnw eefotft. 
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U. S. SENATOR — 

AID' Am ato Release 

—■ NEW YORK — ■ ■ ■ ■ ■ ■!■ 

Contacts: Washington * Frank Coleman » 202/224-6498 New York • Zema Mucha • 212/736-3865 


FOR IMMEDIATE RELEASE; CONTACT: Frank Coleman 

Thursday, March 3, 1994 (202) 224-6498 


REPUBLICANS DEMAND HEARING ON SECRET WHITE HOUSE BRIEFING 
D' AMATO, DOLE LEAD 43 IN BLOCKING CLINTON 'PAL' FOR FDIC POST 


WASHINGTON — U.S. Senator Alfonse D' Amato (R-NY) and Minority 
Leader Robert Dole (R-KS) today announced Republicans are 
blocking the nomination of Ricki R. Tigert to head the Federal 
Deposit Insurance Corporation (FDIC) until the Banking Committee 
holds hearings on the secret Whitewater briefing given by the 
acting head of the Resolution Trust Corporation (RTC) to top 
White House staffers. 

The GOP position was outlined in a letter to Majority Leader 
George Mitchell, signed by 43 GOP Senators, citing the " heads up” 
briefing acting RTC head Roger Altman gave about the agency's 
supposed independent investigation of Madison/Whitewater to White 
House Counsel Bernard Nussbaum, Deputy Chief of Staff Harold 
Ickes, Hillary Clinton's Chief of Staff Margaret Williams and 
Treasury General Counsel Jean Hansen. 

Calling the meeting “highly improper," the letter said it 
raised serious questions about the alleged independence of the 
RTC's investigation and the interference of senior White House 
political operatives in a regulatory matter. 

“The American people deserve to have confidence that the RTC 
conducts its business in an independent and impartial fashion," 
the Senators wrote. "A Congressional hearing is an appropriate 
forum in which to examine the important ethical and regulatory 
issues raised by the Altman-White House meeting." 

The disclosure of the secret "heads up"— as Altman called 
it — about the status of the agency's investigation into the 
Madison Guaranty collapse came at an RTC oversight hearing last 
Thursday in the Senate Banking Committee. 

Despite all evidence to the contrary, the White House has 
continued to maintain that the briefing was proper and that the 
same briefings were provided to Congress and the press. 

Forty-one Senators is the number needed to effectively 
prevent action in the chamber. 

A copy of the text of the letter is attached. 
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Hnitd States Senate 

COMMITTEE ON BANKING. HOUSING. AND 
URBAN AFFAIRS 

WASHINGTON. DC 20510-6075 


March 2, 1994 


The Honorable George J. Mitchell 
United States Senate 
Washington, D.C. 20510 


Dear Mr. Leader: 


We are writing to inform you that we will object to any agreement seeking consent 
to proceed to the nomination of Ricki R. Tigert, President Clinton’s nominee to chair the 
Federal Deposit Insurance Corporation, until the Senate Banking Committee has an 
opportunity to thoroughly examine the Resolution Trust Corporation’s handling of its civil 
investigation into Madison Guaranty Savings and Loan. 

As you know, the Acting Chief Executive Officer of the RTC, Roger Altman, 
recently disclosed that he sought a meeting with White House officials to give them a 
"heads-up" on the RTCs investigation. Needless to say, such a meeting is highly 
improper and raises very real questions about Mr. Altman’s impartiality and the alleged 
independence of the investigation. Specifically, why were Harold Ickes and Margaret 
Williams present, in addition to White House Counsel Bernard Nussbaum? According to 
the Washington Post, Mr. Ickes the Deputy Chief of Staff, is responsible for Whitewater 
"damage control". Ms. Williams, Chief of Staff for Mrs. Clinton, had previously 
participated *vi+h Mr Nussbaum in searching Vincent Foster’s office and sending all or 
some of the erials to David Kendall of Williams and Connally who is representing the 
President and Mrs. Clinton. 

We believe public hearings are required to explore these and other questions 
involving the attendance of political operatives at the White House in briefings by the 
head of a supposedly independent agency on matters that have nothing to do with the 
Executive Office of the President. 


We regret having to delay the Senate’s consideration of Ms. Tigert’s nomination. 
Nevertheless, the American people deserve to have confidence that the RTC conducts its 
important business in an independent and impartial fashion. A Congressional hearing is 
an appropriate forum in which to examine the important ethical and regulatory issues 
raised by the Altman-White House meeting. 


Sincerely, 


/z/fcl 


4703 



THE DEPUTY SECRETARY OF THE TREASURY 

WASHINGTON. O. C. 20220 


March 7, 1994 


Ms. Ellen Kulka 
General Counsel 
Resolution Trust Co. 

801 17th Street, NW 
Washington, D.C. 20434 

Dear Ellen: 

Attached is a copy of the subpoena which I received last Friday. I 
would appreciate it if you would forward to me any documents which 
would be covered by this. 

Thanks. 
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CO 293 (R#V. 8 / 91 ) gutogogae to Ttulfy Bv«o*» Grand Jury 

Mmiefr States iBxstrtct (ttouri 

for the Columbia 

— — DISTRICT OF 


T( koger Altman 

Deputy Secretary of the Treasury SUBPOENA TO TESTIFY 

BEFORE GRAND JURY 

SUBPOENA FOR: 

El PERSON 5 DOCUMENTS OR OBJECT(S) 

YOU ARE HEREBY COMMANDED to a ippaar and testify before the Grand Jury of the United States District Court at 
tbs place, date, and time specified below. 


tXACk 

COuaraooM 

United States District Court for 

Grand Jury 

the District of Columbia 
United States Courthouse 

Third Floor 

bAfiAMOnUC " 

Third and Constitution Avenue, N.w. 

March 10 1994 

Washington, DC 20001 

10:00 a.a. 


YOU ARE ALSO COMMANDED to bring Wfth you the following documents) or objects):* 


Sea attached rider. 


□ Rwe see odUUonoi e ftwMrtw on too arse. 


in affect until you ere grant «d leave to deoart by the court or by an officer acting on 



Mi Aooaan mo mom numm* or mm 

Roderick C. Lankier 
Office of the Independent Counsel 
1001 Pennsylvania Avenue, N.ff. 
Suite 490N, Washington, DC 20004 
(202) 514-8723 
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SUBPOENA KIBES 

A. Any and all documents and/or communications referring 
or relating to any contacts, meetings or conversations about or 
regarding Madison Guaranty Savings & Loan, its subsidiaries or 
affiliates, held between or among 1) any member of the White House 
staff or the staff of Hillary Rodham Clinton, including but not 
limited to Lisa Caputo, Mark Gearan, Harold Xckes, Bruce Lindsey, 
Bernard Nussbaum or Margaret Williams; and 2) any official or 
employee of the Department of the Treasury or the Resolution Trust 
Corporation, including but not limited to Roger Altman, Jack 
DeVore, Jean Hanson, or Josh Steiner. This includes, but is not 
limited to any documents and/or communications: 

1. referring or relating to the arrangement, 
existence, substance or circumstances of any such meetings or 
conversations ; 

2. discussed or referred to in any such meetings or 

conversations; 

3. exchanged between any member of the White House 
staff or the staff of Hillary Rodham Clinton, and any official or 
employee of the Department of the Treasury or the Resolution Trust 
Corporation at or in connection with any such meetings or 
conversations ; 

4. constituting notes taken at or referring to any 
such meetings or conversations; 

s. summarizing, documenting or referring to all or 
any part of any such meetings or conversations. 

B, Any’ and, all documents and/or communications referring 
or relating to any criminal referrals made by the Resolution Trust 
Corporation about or regarding Madison Guaranty Savings 4 Loan, its 
subsidiaries or affiliates. 

Ptilnitiong and. instructions 
i. Definitions 

a. The term "document" or documents" as used in this 
subpoena means all records of any nature whatsoever within your 
possession, custody or control or the possession, custody or 
control of any agent, employee, representative, or other person 
acting or purporting to act for or on your behalf or in concert 
with you, including but not limited to memoranda, records, reports, 
notes, books, files, summaries or records of conversations, 
meetings or interviews, summaries or records of telephone 
conversations, diaries, calendars, databooks, telegrams, 
facsimiles, telexes, telefaxes, electronic mail, computerized 
records stored in the fora of magnetic or electronic coding on 
computer media or on media capable of being read by computer or 
with the aid of computer related equipment, including but not 
limited to floppy disks or diskettes, disks, diskettes, disk packs, 
fixed hard drives, removable hard disk cartridges, mainframe 
computers, Bernoulli boxes, optical disks, WORM disks. 
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magneto/optical disks, floptical disks, magnetic tape, tapes, laser 
disks, video cassettes, CD-ROMs and any other media capable of 
storing magnetic coding, microfilm, microfiche and other storage 
devices, voicemail recordings, and all other written, printed or 
recorded or photographic matter or sound reproductions, however 
produced or reproduced. 

The term "document” or "documents" also includes any 
earlier, preliminary, preparatory or tentative version of all or 
part of a document, whether or not such draft was superseded by a 
later draft and whether or not the terms of the draft are the same 
as or different from the terms of the final document. 

b. The term "communication” or "communications" is used 
herein in its broadest sense to encompass any transmission or 
exchange of information, ideas, facts, data, proposals, or any 
other matter, whether between individuals or between or among the 
members of a group, whether face-to-face, by telephone or by means 
of electronic or other medium. 

c. "Possession, custody or control" means in your 
physical possession and/or if you have the right to secure or 
compel the production of the document or a copy from another person 
or entity having physical possession. 

d. The term "referring or relating" to any given subject 
means anything that constitutes, contains, embodies, reflects, 
identifies, states, refers to, deals with, or is in any manner 
whatsoever pertinent to that subject including, but not limited to, 
do c uments concerning . the preparation of other documents. 

2. Instructions 

a. If any original document cannot be produced in full, 
produce such document to the extent possible and indicate 
specifically the reason for your inability to produce the 
resuinder. 

b. Documents shall be produced as they are kept in the 
usual course of business, as organised in the files. 

o. File folders, labels and indices identifying documents 
called for shall be produced intact with such documents. Documents 
attaohed to eaoh other should not be separated. 

d. The originals of all documents and communications 
must be produced, as well as copies within your possession, custody 
or control. 


e. In reading this rider, the plural shall include the 
singular and the singular shall include the plural. 

f. The words "and" and "or" shall be construed 
conjunctively or disjunctively as necessary to make the request 
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inclusive rather than exclusive. The use of the word "including” 
shall be construed without limitation. 

g. In the event that any document called for by this 
subpoena is withheld on the basis of any claim of privilege or 
similar claim, that document shall be identified in writing as 
follows: (a) author; (b) the position or title of the author; (c) 
addressee; (d) the position or title of the addressee; (e) any 
indicated or blind copies; (f) date; (g) a brief description of the 
subject matter of the document; (h) number of pages; (i) 
attachments or appendices; (j) all persons to whoa the document, 
its contents, or any portion thereof, has been disclosed, 
distributed, shown or explained; and (k) present custodian. Each 
basis you contend justifies the withholding of the document shall 
also be specified. Kith respect to those documents or records as 
to which you may claim privilege, or attorneys' work product, set 
forth as to each such document the basis for such claim, the 
identity of each person who has been privy to such communication 
reflected in the document and whether you will submit the document 
to the Court for an Ail. camera determination as to the validity of 
the claim. 


i. In the event that any document called for by this 
subpoena has been lost, destroyed, deleted, altered, or otherwise 
disposed of, that document shall be identified in writing as- 
follows: (a) author; (b) the position or title of the author; (c) 
addressee; (d) the position or title of the addressee; (e) 
indicated or blind copies; (f) date; (g) a brief description of the 
subject matter of the document; (h) number of pages; (i) 
attachments or appendices; (j) all persons to whom the document, 
its contents, or any portion thereof, had been disclosed, 
distributed, shown or explained; (k) the date of the loss, 
destruction, deletion, alteration or disposal and the circumstances 
thereof; (1) the reasons, if any, for the loss, destruction, 
deletion, alteration or disposal and the person or persons 
responsible. 

j. If any information or data is withheld because such 
information or data is stored electronically, it is to be 
identified by the subject matter of the information or data and the 
place or places where such information is maintained. 
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Office of the Independent Counsel 


Lleels Book. ArkiaMi 


March 7, 1994 


The Honorable Henry B. Oontalea 
Chairman 

Committee on Banking r Finance 
end Urban Affairs 

United States House of Representative* 

2129 Rayburn House Office Building 
Washington, d.c. aasis-eoso 

The Honorable James A. -Leach 
Ranking Minority Member of the 
Committee on Banking, Finance 
and Urban Affairs 

united States House of Representatives 
2129 Rayburn House Office Building 
Washington, D.C. 20515-6050 

Dear Congressmen Gonaeles and Laachi 

Z am writing this letter to express my strong 
concern about the impact of any haarlnga that your Committee 
might hold into the underlying events concerning Madison 
Guaranty Savings and Loan ("MQStL”) , Whitewater and Capital 
Man agem e n t Services ("CMS") on the investigation that thia 
Office ia conducting into these matters. 

As you know, Z wee appointed to the position of 
Independent Counsel pursuant to CPU 603.1 on January 31, 
1994. Since that date we have obtained an Order from Chief 
Judge 8tephen M. Rsaeonar in the Kastern District of 
Arkansas authorising tbs empaneling of e grand jury which 
will be devoted exclusively to the Whitewater /MGS fcL/CMS 
investigation. In the meantime, we have been using the 
regular grand jury for this District, we have a team of 
eight experienced attorneys, six of whom were current or 
former prosecutors when they joined the staff. We are 
working in Little Rock with e teem of more then twenty FBI 
agents end financial analysts who are working full time on 
this matter. We are doing everything possible to conduct 
and conclude as expeditiously as possible a complete, 
thorough exad inpartial investigation. 
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Inquiry into the underlying events surrounding 
MGSfcL, Whitewater and CMS by a Congressional Committee would 
pose a severe risk to the integrity of our invest igat ion. 
Inevitably, any such inquiry would overlap eubecantially 
with the grand jury's activities. Among other concerne, the 
Committee certainly would seek to interview the eame 
witneeees or subjects who are central to the criminal 
investigation. Such Interviews could jeopardize our 
investigation in several respects, including the dangers of 
Congressional immunity, the premature disclosures of the 
contents of documents or of witnesses' testimony to other 
witnsases on the same subject (creating the risk of tailored 
testimony) and of premature public disclosure of matters at 
the core of the criminal investigation. This inherent 
conflict would be greatly magnified by the fact that the 
Committee would be covering essentially the eame ground ae 
the grand jury. 

While we recognize the Committee's oversight 
responsibilities pursuant to Section SOI of PL 101-73 
(FIRBAA) , we have similar concerns with a Congressional 
investigation into the recently 'disclosed meetings between 
White House and Treasury Department officials -- 
particularly because we believe these hearings will 
inevitably lead to the disclosure of the concents of RTC 
referrals and other information relating to the underlying 
grand jury invest igat ion. 

for these, reaeons, we request that your Committee 
not conduct any hearings in the areas covered by the gxsnd 
jury's ongoing invest iget ion, both in order to avoid 
compromising that investigation and in order to further the 
public interest in preserving the fairness, thoroughness, 
and confidentiality of the grand jury process. 

2 will be glad to meet with you personally to 
explain our position further if you feel that would be 
helpful. 


Respectfully yours, 

ROBERT B. ffjiJCB, «. 
Independent Counsel 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20S1S-B0B0 


March 7, 1994 
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Mr. Robert B. Fiske, Jr. 

Office of the Independent Counsel 
Two Financial Centre Suite 134 
10825 Financial Centre Parkway 
Little Rock, Arkansas 72211 

Dear Mr. Fiske: 

I received your letter, and want to assure you that I have no intention of taking any 
action that might interfere with, compromise or otherwise hinder your investigation into 
Madison Guaranty Savings and Loan (Madison) and related matters. I have from the 
beginning pointed out to Mr. Leach that with regard to Madison, "The issues that appear 
outstanding are matters of legal liability and are being pursued vigorously by the Justice 
Department and regulatory agencies.* I have also noted that this case does not appear to 
present any legislative issues not previously addressed. 

However, as you recognize, section 501 of Public Law 101-73 requires the 
Committee to conduct regular oversight hearings involving the Thrift Depositor Protection 
Board, and the law requires that the Board report on specified matters. The Committee 
intends to carry out its regular oversight hearing, which I have set for March 24. While I 
cannot prevent Members from propounding questions, it is within the province of the Chair 
to rule on the relevance of questions. 

The Republican Members of the Committee are conducting their own review of the 
Madison matter. They have requested numerous documents, sought to interview witnesses 
and otherwise carry out an investigation. Since these actions may be inconsistent with your 
responsibilities, you may wish to advise all parties of your views on whether they should 
respond to such inquiries. I do not intend for the Committee to interfere in your 
investigation or any other Law enforcement activity in any manner, but do want to reiterate 
that the Republican Members do not necessarily share my concern. Accordingly, while you 
can expect that I will in no way interfere with your work, you should take steps to advise all 
parties of your concern about maintaining the integrity of your investigation. 


Be assured of my cooperation, and my desire to see this matter thoroughly, 
promptly, and dispassionately investigated. 




6 


Henry B. Gonzalez 
Chairman 
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me 


Rf SOLUTION TRUST CORPORATION 


^LIP SHEET 


Mr. J. Ryan 
Deputy CEO 
Rm. 1001 


Friday March 4, 1994 


elected News Articles 


Office of Corporate Communications 


The Washington Post 


Clinton Faults Contacts 
With Officials on Probe 


White House Counsel Considers Resigning 


By Ann Devrov and Ruth Marcus 

WMfangtan Pw Sufi Wmm 


The Clinton administration yes- 
terday moved on three fronts to 
quell a new controversy over White 
House contacts with Treasury offi- 
cials on an investigation into the 
failed Madison Guaranty Savings & 
Loan. 

President Clinton said the con- 
tacts should not have occurred and 
had the White House issue a new 
memorandum to all staffers reiterat- 
ing the ban on such meetings. Offi- 
cials said White House counsel Ber- 
nard Nussbaum was considering 
resigning. And at the Treasury De- 
partment, Secretary Lloyd Bentsen 
asked the independent Office of Gov- 
ernment Ethics to investigate the 
contacts. 

Clinton said no wrongdoing had 
occurred in the three separate dis- 
cussions between White House ad- 
visers and officials familiar with the 
investigation into the collapse of 
Madison and its connections to the 
Whitewater land venture, in which 
the Clintons were partners. But. he 
said. M I think it would be better if the 
meetmgs and conversations had not 
occurred." 

The White House has confirmed 
that on three occasions from Sep- 
tember to February, senior officials 
including Nussbaum met with high- 
level Treasury officials who had 
been briefed by the ResolutioirTrust 
Corp. on the status of its investiga- 
tion and its request to the Justice 
Department to investigate possible 
criminal activity in connection with 



The White House has confirmed that 

counsel Bernard Nussbaum, above, 
met with high-level Treasury aides. 


the collapse of the thrift. The RTC 
request for a criminal investigation 
included references to the Clintons 
as potential beneficiaries of illegal 
Madison actions, but did not accuse 
them of any wrongdoing. 

White House Chief of Staff Thom- 
as F. “Mack” McLarty yesterday is- 
sued a “memorandum for the White 
House staff stating that any contact 
from an executive branch or inde- 
pendent agency regarding Madison, 
the Whitewater Development Corp. 
or related matters should be direct- 
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The Washington Post 
March 4, 1994 
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ed to deputy White House counsel 
Joel Klein. Klein has been charged 
with determining whether such con- 
tacts should be allowed, banned or 
be referred to the Clintons’ personal 
attorney. 


such determinations. Since he was 
party to all three of the contacts, 
however, officials said the role was 
shifted to Klein. Some administra- 
tion officials suggested yesterday 
that Nussbaum's involvement in 
what are seen as ethical breeches 
has caused him to con sid er resign- 
ing. 

At the Treasury Department. 

Bentsen said be had no knowledge of 

any of the contacts and announced 
he has asked the independent Office 
of Government Ethics to investigate. 
Treasury "**■*»»« said the request 
was made in response to a Washing- 
ton Post story yesterday outlining 
the three contacts. 

The largest meeting took place in 
mid to late October when Nuss- 


hynm, vrnne nww vwmwnw 
Director Mark Gearan and Brace 
Limteey. the senior aide to Clinton 
who is his point man on the White- 
water and Madison matters, met 
with Bentsen’s chief of staff, his 
press secretary and the general 


House recently on how the RTC 
would proceed with potential civil 
claims arising out of Madison’s col- 
lapse. 

Gearan said the White House 
found out about the Bentsen action 
from news reports, but welcomed it. 
Asked why Bentsen. not Clinton, had 
asked for the review, he said, “1 
don't speak for the secretary of the 


The White House in its first 
months issued a general memo ban- 
ning rn"****** l#twwii officials there 

Clinton said no 
wrongdoing had 
occurred in the 
three separate 
discussions. 

and those in regulatory or investiga- 
tory agencies on specific subjects 
without approval by the White 
House counsel’s office and then only 


Jen Hanson, had been briefed earti- 
er that month by senior RTC offi- 
ciate n the status of tbeir investiga- 
tion into Madison, which included 
tteir decision to ssk the Justice De- 
partment to mvestigtte the collapse 
of Madison and Clinton connections 
to Madison through Whitewater. 
Madison's owner was partners with 
the Chnffi"* in Whitewater. 

Offriah said the mon th before. 
Hanson had tokl Nussbenm that the 
RTC either had referred the matter 
to Justice or was likely to and that 
the Cli n***” would be mention ed as 
possible beneficiaries of illegal Madi- 
son activities, without any charge 
that they themselves had engaged in 
illegal activities. 

In addition to those seasons. Dep- 
uty Treasury Secretary Rog**V- 
Altman, who also heads the RTC in 
the absence of a permanent nominee 
from the White House, told Con- 
vtm lax week that I* teT bnefed 
Nuasbaum and others at the White 


Following the controversy sur- 
rounding the White House hand li ng 
of their firing of seven travel office 
aides last year, officials were named 
in new mf*” and s t a t ement s from 
McLarty about contacts between 

them sad investigttory agendes. 

Yesterday’s memo, a senior offi- 
cial said, was not so much a new rule 
as "an effort to heighten sensitivity* 
to the issue. Clinton said. *1 think 
now that there is an actual formal 
process underway, everyooe will be 
much more sensitive." The McLarty 
memo, he said, is a way to “brad 

over backwards to avoid no t only the 
fact but any appearance of impropri- 
ety." 

Clinton aaid the numerous mvcsti- 
gations into various aspect s of Math- 
son and Whitewater should "go for- 
ward unim p eded and as quickly as 
possible" and that the White House 
cannot interfere or take actions that 
create the appearance of interfer- 
ence. . 

“We don’t need to have any impli- 
cation that we are in any way trying 
to manage or affect this process." he 

said. "We are not. We must not And 

I don’t want the American people to 
give it a second thought” 


The contacts gave Republicans in 
Congress further ammunition to 
press their demands that Altman. 
Hanson and other Treasury officials 
be made to explain their actions at 
public hearings. 

Sen. Alphonse M. D’Amato (R- 
N.Y.). ranking minority member of 
the Senate Banking Committee, said 
in an interview that "it is inconceiv- 
able” that Hanson would have 
briefed Nussbauxn on the criminal 
referrals "on her own.” Altman and 
Bentsen have said they didn’t know 
about the earlier meetings. D’Amato 
said "it cries out” for Hanson to be 
questioned by Congress about her 
role in the three briefings. D’Amato 
said 43 Republican senators have 
pledged to bold up the nomination of 
Ridd R. Tigert to head the Federal 
Deposit Insurance Corp. until the 
banking committee holds hearings 
on the briefings. 

Rep. Jim Leach (R-Iowa), ranking 
minority member of the House 
Bankmg Committee, said in a state- 
ment that "all participants in these 
meetings ahc^ld not only be sanc- 
tioned for their breach of the pufahe 
trust, but they should be brought be- 
fore Congress to provide full public 
iitw i na u T B of their actions and die- 

McLarty’s memo underscored the 
position in which Nu s a h a nm 
finds himself. Nussbaum has been at 
the center of many of the most criti- 
cized incidents of the Clinton admin- 
istration. from the vetting of pro- 
spective nominees such as Kiraba 
Wood and Lani Gumier to the firing 
of the White House travel office em- 
ployees and the handling of the in- 
vestigatioo into the suicide of deputy 
counsel Vincent Foster. 

Nussbaum has previously been 
the face of criticism 


n ew spap er editorials and elsewhere 
for his resignation. But administra- 
tion officials said yesterday that the 

former Wall Street litigator was 
by the latest round of criti- 
cism. Asked how Nussbaum was 
bolding up, one senior official said. "I 
don’t »hmk as weO as other times." 

Nussbaum did not return tele- 
phone calls yesterday or Wednesday. 

Other administration sources said 
that Nussbaum’s wife. Toby, is "fed 
up" with Washington and what she 
sees as its unfair treatment of her 
hnaUmnA One official said that Nust- 
even before the recent round 
of f ririri”" over his contacts with 
Treasury officials, was seeking 
"peace with honor. I think he warns 
the *wMng to be right but 1 fed more 
and more now like he’s had enough." 

At the White House. Nussbaum 
has few defenders among the senior 
staff, many of whom openly question 
hie political judgment and bdieve he 


Geeran said that Clinton "hat confi- 
dence m Mr. Nusahanm. be be li ev es 
he's made many important coumbu- 
tiora to the administration." indud- 
, mg the appoint men ts of Attorney 


Justice Ruth Bader Gambon, and 
FBI Director Louis Freeh. 
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The Washington Post 
March 4, 1994 


Reno Supports Hubbell, 
Says No Inquiry Planned 


RTC Begins Its Own Probe Into Billing 
By Arkansas Law Firm on S&L Matters 


By Michael Isikoff 
and Susan Schmidt 

Wjufamaton Fh*i Suit Wntcf* 


Attorney General Janet Reno said 
yesterday she has full confidence in 
Associate Attorney General Web- 
ster L. Hubbell and plans no internal 
department inquiry into questions 
about his past client billings and ex- 
penses at the Rose law firm in Little 
Rock* Ark. 

Referring to a Washington Post 
story that first disddsed an internal 
law firm inquiry into HubbelTs activ- 
ities, Reno said at her weekly news 
conference that she “knew nothing" 
about the matter until this week and 
was satisfied once Hubbell explained 
it to her. 

"My father taught me especially 
never to believe everything that you 
read in the newspaper that makes al- 
legations without at least one identi- 
fied source.” said Reno. M ! have 
worked with Webb Hubbell for a 
year now. I have been extraordinari- 
ly impressed with his honesty, his 
candor, his professionalism, and the 
sacrifices he’s making to serve the 
American people.” 

Reno later compared the matter 
to a newspaper reporter being ques- 
tioned about his expense account. 
Her comments echoed those made 
by the White House on Wednesday 
and underscored the degree to 
which the Clinton administration is 
standing behind Hubbell. a pivotal 
figure at Justice and a regular golf- 
ing buddy of President Clinton. 


But the Resolution Trust Corp. in- 
spector general’s office said yester- 
day it is beginning its own probe into 
the matter. RTC Inspector General 
John Adair said his office has been 
asked by the agency’s deputy chief 
executive officer. Jack Ryan, to audit 
Rose firm bills submitted to "the 
agency on savings and loan cases. 
Adair said his office will also audit 
Rose bills submitted to the Federal 
Deposit Insurance Corp. 

The RTC and FDIC routinely Jure 
outside law firms to sue officers, 4i* 
rectors, accountants and borro w er s 
of failed savings and loans. The Rose 
firm received 22 government con- 
tracts in savings and loan cases since 
1989 that so far have enabled the 
firm to bill $1.27 million in fees, ac- 
cording to an Associated Press com- 
pilation. 

The billing records show that 
Rose lawyers charged the govern- 
ment between $75 an hour for junior 
associates’ work to $140 an hour for 
senior partners. Hubbell was one of 
a handful of senior Rose lawyers, in- 
cluding late deputy White House 
counsel Vincent Foster and Hillary 
Rodham Clinton, who performed 
such work. 

Sources dose to the Rose firm 
have said that HubbelTs RTC bil- 
lings are among those being re- 
viewed. Hubbell has acknowledged 
bang questioned last week by his 
law partners about his fees in one 
RTC case, but said in a Wednesday 
statement: M I did not overbill the 
RTC or any other clients." 
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Bad to Worse 


I T’S A BAD sign when the president has to 
order his own staff to refrain from engaging 
in the sort of conduct most first-year law 
students would immediately recognize as im- 
proper. It really shouldn’t require a memoran- 
dum from Chief of Staff Thomas F. McLarty to 
get across the fact that White House officials 
have no business meeting with Treasury Depart- 
ment officials about the status of the independent 
Resolution Trust Corp.’s probe into the failed 
Madison Guaranty Savings and Loan. Especially 
is this so when the Clintons are named in an RTC 
criminal referral as potential beneficiaries of 
illegal Madison activities. The failure of so many 
important White House figures to get that mes- 
sage is sapping confidence in the administration’s 
handling of the Whitewater affair. 

Treasury officials, it now turns out, twice 
reported to White House superiors on the status 
of the RTC investigation. In one instance, Trea- 
sury general counsel Jean Hanson met with 
White House counsel Bernard Nussbaum to tell 
him about the RTC's referral of the Madison 
failure to the Justice Department for investiga- 
tion of possible criminal activity. She also report- 
edly informed Mr. Nussbaum that the Clintons 
were named in the action but had not been 
accused of any wrongdoing. If aqy two officials 
should have recognized the impropriety of such 
discussions, it would be counsels for the White 
House and the Treasury Department. 

RTC policy on the confidentiality of its investi- 


gations is clear. Criminal referrals are restricted 
and privileged information: improper release could 
jeopardize civil or criminal litigation. How can 
administration lawyers not respect that prohibition? 

The second meeting, also held in Mr. Nussbaum s 
office, involved a discussion between White House 
and Treasury spin controllers on how to handle 
Madison press inquiries. Disclosure of this meeting 
and the earlier one comes on the heels of last week’s 
admission by Deputy Secretary Roger Altman that 
he had given a “heads up” to Mr. Nussbaum on how 
the RTC, which he runs, would treat potential dvil 
claims springing from Madison. So confusion over 
how to negotiate the Whitewater ethical maze 
evidently isn’t limited to the White House. 

Treasury Secretary Lloyd Bentsen yesterday 
reinforced Mr. Clinton's actions. In a statement 
Mr. Bentsen distanced himself from the amateur 
political operators in his department and instruct- 
ed Treasury officials “to have no contact with the 
White House about this case.” He also asked for 
an investigation by the Office of Government 
Ethics into contacts between White House and 
Treasury officials. 

Congressional Democrats have refused to hold 
hearings or to demand answers to legitimate 
questions about this affair. Naturally, the Repub- 
licans are having a field day. Mr Clinton lamely 
said yesterday, “I think it would be better if the 
meetings and conversations had not occurred." 
That’s not the half of it. 
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Grand Jury Is Reportedly Told 
Of Shredding at Little Rock Firm 

One Box Had Initials of Aide Who Killed Himself 


LITTLE ROCK. Ark.. March 3 — An 
employee of the Rose Law Firm here 
has told a Federal grand jury that in 
late January he was ordered to destroy 
a box of documents from the files of 
Vincent W. Foster Jr., the White House 
lawyer whose suicide is under investi- 
gation by an independent counsel. 

People familiar with the testimony 
of the employee, an in-house courier, 
said he had told the grand jury that he 
and a colleague had used a shredder in 
the firm's basement to destroy the 
papers. He testified that he had done so 
at the request of a clerk in the firm. 

The firm's former partners include: 
Hillary Rodham Clinton; Webster L. 
Hubbell. the Associate Attorney Gen- 
eral; William H. Kennedy 3d. an associ- 
ate White House counsel, and Mr. Fos- 
ter. the deputy White House counsel 
who committed suicide In July. All lefn 
the firm to go to Washington last year.: 

The courier, a college student who is. 
among several assigned to run mes- 
sages and errands, told the grand jury 
on Feb. 16 that he did not know precise 


ly what he had shredded but that he 
was ceruin the papers had come from 
Mr. Foster's files, those familiar with 
the account said. He testified that he 
looked inside the box and saw that the 
papers were separated by binders 
marked with the initials "VWF," the 
firm's typical abbreviation for Mr. 
Foster. The box itself also bore Mr. 
Foster's initiaL No other employee at 
the Rose firm has those initials. 

In a brief statement, the Rose firm 
denied that any of Mr. Foster's docu- 
ments had been shredded. 

"No files of Vincent Foster's have 
been destroyed,” the statement said. 
"In the process of a lawyer changing 
offices, a box of old files containing 
internal Rose firm materials, such as 
copies of notes of firm committee 
meetings, was destroyed earlier this 
year." 

The firm's lawyers declined to an- 
swer specific questions. 


What Rose Handled 


Mr. Foster's files are potentially im- 
portant to investigators. While he was 
at the Rose firm, he worked on a wide 
array of legal matters for the Clintons, 
including the sale of the Clintons’ share 
of the Whitewater Development Com- 
pany, a real estate venture in the Ozark 
Mountains. At the time of his suicide. 
Mr. Foster was working on various 
personal matters for the Clintons, in- 
cluding tax filings and the creation of 
(he family's blind trust. 

Investigators have sought clues to 
the circumstances of Mr. Foster's 
death, as well as the Clintons' finances, 
in everything from Mr. Foster's inter- 
nal memos and telephone logs to his 
personal diary and even some cryptic 
scnbblings discovered among his 
White House papers. 

The courier testified that he had seen 
no references to Whitewater in the 
papers he shredded. 


By STEPHEN ENGELBERG 

SpeaW w nw N«w Yarn Time* 

The timing of the shredding is un- 
clear. By the courier’s account to the 
grand jury, it took place around the 
time that Robert B. Flake Jr., the inde- 
pendent counsel, was appointed on Jan. 

! 20 . 

At the news conference called that 
day to announce his appointment, Mr. 
Fiske said he would investigate the 
circumstances of Mr. Foster's suicide 


improperly diverted from the Madison 
Guaranty Savings and Loan Associa- 
tion in Arkansas to Mr. Clinton's busi- 
ness interests or his 1984 gubernatorial 
campaign. The savings institution 
failed in 1989, and its assets and ac- 
counts were taken over by the Govern- 
ment. 

Shortly after Mr. Fiske began his 
work, he issued a sweeping subpoena 
that, among other things, demanded all 
documents relating to Mr. Foster. 

The date of that subpoena has not 
been disclosed publicly. If the shred- 
ding occurred after the firm was put on 
notice that Mr. Fiske wanted to review 
Mr. Foster's documents, such an action 
might have been improper, legal ex- 
perts said. 

Mr. Fiske's investigators are trying 
to determine the timing of the shred- 
ding, the nature of the documents de- 
stroyed and whether any of them might 
have been relevant to the inquiry. « 
Republican Pressure 

Mr. Fiske’s appointment came after 
after weeks in which Congressional 
Republicans pressed for an investiga- 
tion into Whitewater and into Mr. Fos- 
ter’s activities. The Republican de- 
mands followed reports that the White t 
House counsel Bernard W. Nussbaum, ■ 
had removed records from Mr. Fos- 
ter's office shortly after his death. 
Among the documents that were re- 
moved and sent to Clinton’s personal 
lawyer, David Kendall were records of 
Whitewater. 

The Government's independent 
counsel Mr. Fiske. said today that he 
could not comment on matters before 
(he grand jury. 

In complex inquiries, investigators 
conduct many interviews. But Mr. 
Fiske's decision to call the courier as 
one of his first witnesses indicates that 


The courier's lawyer. Dean Over- 
street, said. "It’s not something I can 
comment on because of the stage it’s 
in." 

What Law Says on Evidence 
Many law firms, including Rose, say 
they routinely destroy documents for 
purposes of privacy and to save stor- 
age space. But legal experts said in 
interviews that the law prohibited peo- 
ple from intentionally impeding an in- 
vestigation by destroying evidence 
they knew investigators wanted. 

The firm has acknowledged that in 
February it received an order from 
Mr. Fiske demanding that it preserve 
all evidence. Mr. Fiske has never ex- 
plained the reason for the order. 

The courier was identified by people 
involved in the case as Jeremy Hedges, 
i college student who has worked part 
time at the Rose Law Firm tor several 
years. He was said to have told the 
grand jury that he glanced at some of 
the documents as he fed them into the 


machine By his account; he saw none 
that mentioned Whitewater Develop- 
ment 

Federal investigators have inter- 
viewed other Rose employees, includ- 
ing one who helped Mr. Hedges shred 
the box of Mr. Foster's documents, 
those familiar with the case said. That 
witness has not appeared before the 
grand jury. 

Privacy of Clients 

In interviews, lawyers and former 
employees of the Rose firm described 
how the firm set up a system for shred- 
ding documents in 1991, weeks after 
Mr. Clinton declared his Presidential 


The firm's managing partner. Ron- 
ald M. Clark, said last month that the 
firm had begun shredding out of con- 
cern that confidential information 
about would be compromised as the 
media examined the firm’s activities. 

By Mr. Clark's account, each lawyer 
was given a separate garbage can to 
thrdw out material to be shredded. 
Other current and former employees 
said couriers picked up papers to be 
shredded daily from lawyers and their 
secretaries. 

Questions about shredding arose on 
Feb. 9, when The Washington Times, 
quoting an unidentified Rose employee, 
reported that the firm had destroyed 
documents pertaining to Whitewater 
Development. The newspaper reported 


Feb. 3. 

The courier's testimony describes 
shredding that occurred in January 
and appears to be unrelated. 

Report Is Denied 

The law firm denied The Washington 
Tiroes article, and there has been no 
independent confirmation of it But the 
article prompted Mr. Fiske to an- 
nounce that he would investigate any 
incidents of shredding. Soon afterward, 
agents from the Federal Bureau of 
Investigation began interviewing Rose 

ei ^orme? employees said couriers 
were told of the firm's new policy on 
shredding in a meeting in the fall of 
1991. By their accounts, their supervi- 
sor told them that the firm had caught 
reporters going through the trash be- 
hind the building. To safeguard the 
privacy of diems, the firm's senior 
partners decided that sensitive docu- 
ments would be shredded daily, former 
employees quoted the supervisor as 


One former employee said in an m- 
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terview that in the summer of 1992 he 
was twice sent to the Governor's man- 
sion to deliver an envelope to Mrs. 
Clinton and to pick up a half-inch-thick 
sheaf of documents to be shredded. He 
said he was escorted by two Secret 
Service agents as he walked up a drive- 
way and exchanged envelopes with - 
Mrs. Clinton. The courier said he fed 
the material into the shredder without, 
opening it 


Shredding After Election 

Several former employees said in 
interviews that after the election the 
pace of shredding picked up. Christo- 
pher A. Cordero, a 22-year-old who 
worked as a courier until the summer 
of 1993, said he had collected and shred- 
ded several legal-sized boxes of docu- 
ments from Mrs. Clinton’s office at the 
law .firm in late November or early 
December of 1992. He said he was 
pointed to the boxes by secretaries or . 
file clerks. 

Asked If she could shed any light on 
what the couriers said about shredding 
Mrs. Clinton’s documents, Lisa Caputo. . 
spokeswoman for the First Lady said,. 
“I cannot say in stronger terms I know., 
nothing about what you're talking r 
about" 

About that time, couriers were sent 
to the Rose firm's storage warehouse.! 
at a riverside complex near downtown 
Little Rock. Former employees said 
they collected at least eight full b ox e s 
of documents from the files of Mrs... 
Clinton, Mr. Kennedy, Mr. Hubbell and 
Mr. Foster. The former employees said" 
they seldom looked at what they fed 
into the machine. 


22 S.& L Contracts 
Linked to Rose Firm 


WASHINGTON. March 3 (AP) - 
The Rose Law Firm, where Hillary 
Rodham Clinton used to work, has re- 
ceived 22 Government contracts in sav- 
ings and loan cases since 1989. earning 
well over $1 million for the firm, ac- 
cording to billing records examined by 
The Associated Press. 

The S.& L. cleanup contracts include 
one involving a failed thrift that is now 
at the center of an investigation by 
Robert B. Fiske Jr., the special counsel 
who is looking into the Clintons' busi- 
ness dealings. 

The law firm's work has so far yield- 
ed at least $1.27 million, records show. 
The amount budgeted for its remaining 
savings and loan cases is $600,000. 

The work awarded to the Little Rock 
firm has generally involved helping 
regulators pursue thrift officers and 
others they believe responsible for sav- 
ings and loan failures in Arkansas. 

Most cases were handled by lawyers 
other than Mrs. Clinton and three oth- 
ers who followed the Clintons to Wash- 
ington — Webster L. Hubbell. the Asso- 
ciate Attorney General; Vincent W. 
Foster Jr., the late deputy White House 
counsel, and William Kennedy, a White 
House lawyer. 

According to the billing records. 
Rose lawyers have charged taxpayers 
from $73 an hour for junior associates' 
work to $140 an hour for work by senior 
partners. The rates are modest when 
measured against billings from firms 
in bigger cities like New York, where 
( hourly fees were $200 and higher. 
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Clinton Distances Himself From I nquiry^ Briefings 

By DOUGLAS JEHL 

irrrmt M Tlw Naw Yor* Time* 

WASHINGTON. March 3 — Presi- 
dent Clinton and Treasury Secretary 
Lloyd Bent sen moved today to disasso- 
ciate themselves from the conduct of 
aides who met privately three times in 
recent months to review the status of a 
confidential investigation into an Ar- 
kansas savings and loan. 

"I think it would have been better if 
po conversations had taken place." Mr. 
piinton told reporters this morning, 
hours after news accounts detailed two 
previously unknown discussions be- 
tween senior Treasury officials and 
White House aides about the investiga- 
tion of the Madison Guaranty Savings 

fKii Loan. 

' Speaking this morning for the first 
iftne publicly about the briefings. Mr. 

S Union said he believed that Bernard 
L Nussbaum. the White House coun- 
I. and others whd participated in the 


lut the President said that he feared 
y had left an impression of impro- 
priety, and he ordered the White House 
abief of staff, Thomas F. McLarty 3d. 
iS draft new restrictions to insure that 
Iris aides would not take part in such 
rgeetings agam. 

;* Bentsen Calls for Review 
{ As Republican leaders issued harsh 
criticism of the Administration's han- 
dling of the matter. Mr. Bentsen went 
even further, issuing a written state- 
Jnent saying that he had asked Treas- 
ury's Office of Government Ethics to 
review his subordinates' conduct, 
t Mr. Bentsen, whose four top i 
torch look pan in at least one of the 
Ihree sessions, said he had requested 
the internal review “to Insure that all 
felhical guidelines were followed." In 
terse language that officials said he 
had dictated himself. Mr. Bentsen ex- 
pressed confidence in the Treasury of- 
ficials but said: "I did not attend any of 
these meetings, nor was I informed of 
bny of these meetings." 

• White House officials were caught by 
kurpnae by Mr. Bentsen's call for an 
Investigation and said Mr. Clinton had 
Concluded that no retrospective action 
was necessary. But George Stephano- 
pouios. a senior adviser to the Presi- 
dent. said tonight that the Treasury 
Department investigation would cover 
all three contacts between Treasury 
and White House officials. 

Criminal Inquiry Warning 

In the first of the meetings. Admints 
| ration officials said today, the Treas 
ury Department's top lawyer gave the 
White House advance warning that 
Government regulators planned to ask 
the Justice Department to begin a 
criminal investigation into the failed 
Madison Guaranty Savings and Loan, 
and that the request would name the 
tlintons as possible beneficiaries of 
Illegal actions. 

The Clintons were partners with 
Madison s owner, James B. McDougai. 
in a failed real estate venture, the 
.Whitewater Development Company 
That investment and the subsequent 
Jailure of the savings and loan are now 
the subject of an investigation by a 
special counsel. Robert B. Fiske Jr 

The efforts by Mr. Clinton and Mr 
Bentsen to insulate themselves from 
the aides who took part in the meetings, 
including Mr. Nussbaum and Deputy 
Treasury Secretary Roger Altman, re- 
flected a growing recognition within 
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Senators Bob Dole, left, of Kansas and Alfonse M. D’Amato of New 
York after announcing that Republicans might try to block a Presiden- 
tial appointment until the Senate held hearings on Whitewater. 


the Administration that the case is 
proving politically damaging. 

The advance warning to Mr. Nuss- 
baum. the White House counsel, was 
given on Sepc 29 by Jean Hanson, the 
Treasury Department’s general coun- 
sel. Their conversation was the first of 
the three between senior Treasury offi- 
cials and White House aides about the 
investigation of Madison Guaranty by 
the Resolution Trust Corporation, the 
Federal agency in charge of disposing 
of failed savings and loan institutions. 

White House officials raid that Ms. 
Hanson, who was then also serving as 
the trust corporation's acting counsel, 
had told Mr. Nussbaum in a brief en- 


Amid criticism, 
the White House 
drafts rules for 
aides’ meetings. 


counter that a trust corporation docu- 
ment recommending a criminal inves- 
tigation of Madison Guaranty would 
name the Clintons as possible benefi- 
ciaries of illegal actions by the thrift. 

Bui it was not until at least a week 
later, on Oct. 8, that the trust corpora 
non formally asked the Justice Depart 
mem 10 look into the matter. That 
, would mean that Mr. Nussbaum took 
, part in discussing a criminal referral 
involving the Clintons while it was still 
being evaluated by the corporation and 
before the Justice Department learned 
of the case. 

Clinton Adviser Got Word 
Dee Dee Myers, the White House 
spokeswoman, said tonight that Mr. 
Nussbaum had been given the impres- 
sion that the decision was "a fait ac- 
compli." Another While House official 
said that Mr. Nussbaum had done noth- 
i mg with the information except tc 


share it with Bruce Lindsey, a senior 
adviser to Mr. Clinton. 

But the information contained in 
criminal referrals is generally regard 
ed as so sensitive that Administration 
officials described the conversation be- 
tween Mr. Nussbaum and Ms. Hanson 
as the hardest to defend of the three 
private briefings, the last of which oc- 
curred Just three weeks ago. 

Not only are the details of any allega- 
tions normally kept from those who 
might become the subjects of an inves- 
tigation. but Government procedures 
seek as a rule to keep regulators' find- 
ings from being shared with political 
appointees who might taint the investi- 
gation. 

Ms. Myers, nevertheless, said to- 
night that Mr. Clinton retains "full 
confidence" in Mr. Nussbaum. Other 
senior officials described his conduct 
as within acceptable bounds because 
the Clintons had not been subjects or 
targets of the Federal investigation 

Neither Mr. Nussbaum nor Ms Han- 
son returned telephone calls placed to 
their offices today. 

As Republicans intensified their crit- 
icism today. Senator Bob Dole of Kan- 
sas. the Republican leader, and Sena- 
tor Alfonse M. D’Amato. a New York 
Republican, announced that they and 
41 other Republican Senators would 
block Senate confirmation of President 
Clinton's nominee to the chairmanship 
of the Federal Deposit Insurance Cor- 
poration unUI the Senate Banking Com- 
mittee hold hearings on Whitewater 

Senator Dole issued his harshest 
criticism yet of the Administration s 
handling of the issue, saying that a 
coverup might be under way by the 
Administration and Congressional 
Democrats. 

"The Democrats in Congress are ap- 
parently going to participate in a co- 
verup. and not try to get the facts." Mr. 
Dole said. 

Mr. D' Amato was more blunt about 
the Clinton Administration's handling 
of Whitewater. "They are stonewalling 
and creating their own Whitewater- 
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*White House Ethics Meltdown 


'V From now on. President Clinton says, “every* 

• .one will be much more sensitive" about attending 
*<?the improper meetings between White House and 

Treasury officials concerning the Resolution Trust 
'{Corporation's inquiry into a savings and loan asso- 
'rciation with close ties to him and Mrs. Clinton. 

'♦y . Sure; that wqukl be progress. But Mr. Clinton’s 
respo ns e explains why his Administration is 
&>fca41y the* dost reckless in interfering with the 

• {.integrity of Federal investigative agencies since 
Wtnet of Richard Nixon. 

’* Mr: Clinton's effort at political damage control 

^follows the astonishing revelation that White House 
/aides hekf not just one. but three such improper 
jfnfeetihg* wfth senior Treasury officials. 

Deputy Treasury Secretary Roger Altman, the 
irig R.T.C. chief, told the Senate Banking Com* 
s last Week about the “heads up’’ meeting he 
I several weeks ago for White House offi- 
cials. This week came the news there were two 
ef White House meetings in October where other 
y officials discussed the case with Bernard 
Mium. the President’s counsel, and other White 

» officials. 

paced with these repeated efforts to compro* 
»tthe inquiry into Madison .Guaranty Savings 
I Than and the Whitewater case, the special 
hsel Robert Fiske Jr., must move swiftly. He 
uktimmediately subpoena all notes taken at the 
etings.and depose the participants under oath. 

* Meanwhile, the President must show that he is 
►the architect of this investigative sabotage by 
whig agalhst those who violated basic conflict-of- 
(hitsvest prfhdples. It is not enough that Mr. Altman 
I himself from the Madison inquiry. Treasury 
Cary Lloyd Bentsen should remove him from 
> as. acting R.T.C. head today and install the 
rt-Mtfsst-ranking untainted official to run the 
r ort an interim basis. Similarly, Secretary 
t has- cause to remove Jean Hanson, the 


Treasury counsel, for briefing Mr. Nussbaum in 
advance on where the supposedly independent 
R.T.C investigation was going. 

It is. of course, long past time for Mr. Nuss- 
baum to be dismissed. He seems to conceive of 
being “the President's lawyer" as a license to 
meddle with the integrity of any Federal agency. 
First, he and his staff tried to involve the Federal 
Bureau of Investigation in a politically inspired 
White House purge of employees of its travel office. 
When Vincent Foster, the deputy counsel, commit- 
ted suicide, Mr. Nussbaum interfered with the in- 
vestigation by the National Park Service police and 
transferred sensitive files to Mr. Clinton’s private 
lawyer. 

All this paints a picture of a White House 
dedicated to shortcutting justice if that is what it 
takes to shield the financial affairs of Mr. Clinton, 
his wife and their friends from scrutiny. This Presi- 
dent desperately needs first-rate legal advice and a 
staff that is visibly under someone’s managerial 
control White House chief of staff Thomas McLar- 
ty’s response, a mildly chiding memo about improp- 
er meetings, is totally inadequate to the situation. 

The Whitewater inquiry itself will move onto 
more intriguing ground with The New York Times’s 
disclosure today about grand jury testimony that 
the Rose Law Firm may have been shredding 
documents belonging to Mr. Foster and Mrs. Clin- 
ton. If the shredding of the Foster documents took 
place after Mr. Fiske said he was looking into the 
suicide, that action may be illegal. Mr. Fiske will 
have no choice but to question Mrs. Clinton and 
Associate Attorney General Webster Hubbell, both 
former partners in the firm, about their knowledge 
of any destroyed documents. 

Of course, punishing the incompetent and as- 
serting firm conflict-of-interest principles requires 
a President who is dedicated to evenhanded justice. 
So far there is scant evidence of those qualities. 
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Whitewater Is Starting to Have Diverse Impact; 
First Key Victim Could Be White House Counsel 


By Jeftvey H. Bulvbal'M 
And Kenneth H. Bacon 

staff Reporters of Tit* Wall Sturt Jih anal 

WASHINGTON-The swirling White- 
water s candal is beginning to hurt the 
Clinton administration on many fronts. 

The first major victim could be White 
House Counsel Bernard Nussbaum. Many 
in the White House believe he has mishan- 
dled a series of Whitewater-related mat- 
ten and will have to go. In addition, the 
partisan waten of Congress have gotten so 
roiled that an important nomination and 
the president's legislative agenda appear 
to be under threat 

Even the president's allies are begin- 
ning to separate themselves from the 
White House. In particular. Treasury Sec- 
retary Lloyd Bentsen asked the Office of 
Government Ethics to review three meet- 
ings between top Treasury officials and 
White House aides regarding possible Res- 
olution Trust Corp. lawsuits in a case 
involving a failed Arkansas thrift. Mr. 
Nussbaum was present at all three meet- 
ings. Deputy Secretary Roger Altman, who 
is also interim RTC chief, and General 
Counsel Jean Hanson are among the offi- 
cials subject to the review. 

In a more partisan action. Senate Re- 
publicans vowed to block confirmauoa of 
the Federal Deposit Insurance Corp. chair- 
man until Democrats agree to hold hear- 
ings on the circumstances that led to the 
failure of Madison Guaranty Savings & 
Loan, which has been linked to Bill and 
Hillary Rodham Clinton's political and 
business dealings in Arkansas. 

Pressure on Nussba u m 

Top administration officials said they 
couldn't see how Mr. Nussbaum will be 
able to remain in the wake of disclosures 
about the questionable meetings with reg- 
ulators who are probing the Clintons 
Whitewater real-estate investment. Even 
Mr. Clinton criticized the meetings when 
asked about them. While saying, “nearly 
as I can determine, nobody has done 
anything wrong or attempted to improp- 
erly influence any government action." 
the president added. "I think it would be 
better if the meetings and conversations 
hadn't occurred." 

Last night, the White House publicly 
defended Mr. Nussbaum. "The president 
has confidence in Mr. Nussbaum: he's 
done good things." said Mark Gearan. the 
White House communications director. 
Mr. Nussbaum couldn't be reached for 
comment. 

Leaving a Bad Impression 

Mr. Nussbaum has had a notably cala- 
mitous tour of duty. Although be helped 
choose two often-praised Clinton ap- 
pointees - Supreme Court Justice Ruth 
Bader Ginsberg and FBI Director Louis 
Freeh - he also has weathered heavy criti- 
cism for his role in the aftermath of the 
firing of the White House travel office, the 
failed Zoe Baird nomination for attorney 
general, the abortive nomination of Lam 
Guinier to be the Justice Department's 
civil-rights chief, and. more prominently, 
his removal of Whitewater files from the 


ufice of his deputy Vincent Foster after 
his suicide last summer. 

White House insiders said that, al- 
though he hasn’t been accused of doing 
anything illegal, his actions have left the 
impression that the White House was 
stalling and even stonewalling in matters 
related to Whitewater and Mr. Foster's 
death. The appe a ra n c e problem was 
ironic, given Mr. Nussbaum’s stint in 
Washington as a senior staffer on the 
Watergate cover-up investigation in the 
House. 

The ethics inquiry initiated by Secre- 
tary Bentsen adds a new dement to the 
Madison case. It's the first administration 
acknowledgement that department offi- 
cials' may have breached Treasury rules 
designed to protect the independence of 
financial agencies. The RTC sells off the 
assets of failed thrifts and often sues 
lawyers, accountants and thrift officers 
who may have contributed to the thrift's 
failure. 

White House and Treasury officials 
confirmed a Washington Post report that 
Treasury officials had discussed the RTCs 
investigation of Madison twice last fall 
with White House officials. The White 
House said that at a Sept 29 meeting. Ms. 
Hanson told Mr. Nussbaum that criminal 
referrals against Madison had been pre- 
pared by the RTC for consideration by the 
Justice Department. On Oct. 14. Ms. Han- 
son and Mr. Nussbaum met with other 
White House and Treasury officials. 

Although Mr. and Mrs. Clinton were 
mentioned in the RTCs criminal referral, 
they're not targets of the inquiry, accord- 
ing to the Post. Mr. Clinton has denied any 
wrongdoing. A special counsel is investi- 
gating the failure of Madison and its 
connection, if any. to Whitewater Develop- 
ment Co., a north Arkansas land venture 
owned by the Clintons and the former 
owner of Madison and his wife. 

The disclosure of last fall's meetings 
rollow testimony by Mr. Altman, who told 
the Senate Banking Committee last week 
that he had recently discussed with Mr. 
Nussbaum the statute of limitations on 
RTC cml actions involving Madison. Mr. 
Altman has recused himself from further 
consideration of Madison. Yesterday, he 
said he discussed only public information 
and that the Treasury’s ethics officer had 
cleared the meeting. 

The GOP's decision to block a vote om 
the nomination of Ricki Tlgert to head thei 
FDIC shows that the partisan bickering: 
could slow presidential appointments and. 
more important, stop legislation. Ms. Ti- 
gert was particularly vulnerable to being 
taken as a political hostage because she is 
an acquaintance of Mrs. Clinton's and in 
line to head a bank-supervisory agency. 
Republicans charge that the White House 
is trying to exert political control over bank 
regulators to choke off investigations into 
the circumstances surrounding the 1989 
failure of Madison. 

In this dimate of concern about the 
integrity of our financial system, it is 
absolutely essential that the public have 
complete confidence in our independent 
hank regulatory system.'' said Sen. Al- 


fonse D'Amato (R.. N.Y.). 

At a Banking Committee bearing on an 
administration plan to consolidate bank 
regulatory agencies. Mr. D'Amato an- 
nounced that 43 Republican senators have 
signed a letter pledging to block consider- 
ation of the Tlgert nomination until the 
committee "has an opportunity to thor- 
oughly examine’’ the RTCs handling of a 
dvll investigation into Madison. Banking 
Committee Chairman Donald Rlegte <D.. 
MtdU has refused to hold extensive hear- 
ings. citing the special counsel s investiga- 
tion. 

The White House reacted angrily to the 
holdup of the Tlgert nomination, which 
was cleared by the Senate Banking Com- 
mittee 16-1. “It's unfortunate that the 
Senate is going to play politics with 
this.’’ said spokeswoman Dee Dee Myers. 
“We’d cooperate with the special counsel 
and [the ethics office!, in the meantime, 
the Senate ought to get on with the busi- 
ness of debating these appointments and 
debating issues that matter to the future of 
this country." 

Mr. D’Amato suggested that GOP oppo- 
sition won't stop with the Tlgert con- 
firmation. "We’re not going to let this 
matter rest.” he said at news conference. 

Hie administration has been stung. Mr. 
Bentsen instructed Treasury officials "to 
have no contact with the White House 
about this case." He noted pointedly 
that "I did not attend any of these 
meetings, nor was I informed of many of 
these meetings.” 

White House Chief of Staff Thomas 
McLarty issued a two-paragraph memo 
outlining the rules about contacts with 
outside agencies regarding Whitewater. 

“No contact by the White House with 
executive branch or independent agendes 
regarding these matters should be made 
without prior authorization from the dep- 
uty counsel." the memo stated. Mr. Clin- 
ton said. "We will bend over backward to 
avoid not only the fact but any appearance 
of impropriety." 

Separately, the fuU Federal Bureau of 
Investigation background report on Associ- 
ate Attorney General Webster Hubbeil was 
sent to the Senate Judiciary Committee 
following a request by Republican Sens. 
Strom Thurmond of South Carolina and 

Charles Grassley of Iowa. 

At the time of Mr. Hubbell's confirma- 
tion hearing last year, only a summary of 
the report, as is the general practice, was 
available to the committee. A Justice De- 
partment spokesman said th ere is nothing 

in the document about a reported investi- 
gation into Mr. Hubbell’s billing practices 
when he was with the Rose Law Firm, 
because, the spo ke s man said, there was no 
| investigation. 
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Poison, Then Recuse 


Recusal is suddenly much in the 
news, with the disclosure that Trea- 
sury official and part-time regulator 
Roger Altman gave White House 
Counsel Bernard Nussbaum a ’heads- 
up” about the statute of limitations. 
While Mr. Altman subsequently pre- 
ferred a recusal in his post as head of 
the Resolution Trust Corp.. some ask 
if the damage is already done. 

So this is perhaps an apt moment to 
take a closer look at the recusal of 
Paula Casey. U.S. Attorney in Little 
Rock, from the case against David 
Hale. Independent Counsel Robert 
Fiske Jr. is now supposed to determine 
whether the President and Mrs. Clin- 
ton did anything wrong in their in- 
volvement with Whitewater Develop- 
ment Corp.. but as a result of Ms. 
Casey's handiwork and some deci- 
sions of his own. his first priority 
seems bizarre. He and three assistants 
were in court this week to press the 
prosecution of the most threatening 
witness so far against the President. 

To review the basics: Mr. Hale is a 
former municipal judge appointed by 
Governor Clinton, and also head of 
Capital Management Services Inc., a 
small-business investment company. 
His SBIC failed, and he is now charged 
with fraud: search warrants in his 
case were issued the morning of Vin- 
cent Foster's suicide. Among his bad 
loans was S300.000 to a company con- 
trolled by Susan McDougal, a White- 
water partner with her husband and 
the Clintons: some si 10.000 of this loan 
ended up in the Whitewater account 
Mr. Hale has told reporters that the 
loan to Mrs. McDougal was made at 
Governor Clinton s behest. 

Ms. Casey was appointed U.S. At- 
torney in Little Rock after the incom- 
ing Clinton Administration’s unprece- 
dented action of firing all sitting U.S. 
Attorneys at a swoop, without replace- 
ments ready for many. She is a former 
campaign worker for and law student 
of the President. 

Reprinted nearby is some pre-in- 
dictment correspondence between Ms. 
Casey and Mr. Hale's lawyer. Randy 
Coleman, concerning a possible plea 
bargain just prior to his indictment. 
We would not render any judgment on 
the substance of the correspondence, 
which must be read as the pushing 
and shoving typical of such negotia- 
tion. Given the experience of the in- 
sider-trading prosecutions. the 
Wedtech case and the like, we’d be 
among the last to rely on uncorrobo- 
rated plea-bargain testimony. The ev- 
idence that Mr. Hale made fraudulent 
loans seems strong, and Mr. Coleman, 
clearly no fool, is trying to posture him 
in the best light. 

Still, it could scarcely be clearer 
that Ms. Casey had no business in the 
middle of these negotiations. Mr. 
Hale and Mr. Coleman were being 
asked to deliver their evidence to a 
longtime associate and appointee of 
someone it purported to implicate. Ul- 


timately. Ms. Casey, like Mr. Altman, 
found it necessary to recuse herself, 
as Mr. Coleman suggested early on. 
But by then Mr. Hale had been pub- 
licly indicted, precluding the possibil- 
ity of his being wired up in an under- 
cover investigation into, as Mr. Cole- 
man put it. “the banking and borrow- 
ing practices of some individuals in 
the elite political circles of the State 
of Arkansas.” 

When Mr. Fiske arrived on the 
scene, he had the Hale prosecution to 
deal with, and decided to press it as 
hard as possible, filing a superseding 
indictment. In court arguments this 
week, he won a ruling that Ms. 
Casey’s involvement with the grand 
jury did not automatically taint the in- 
dictment: there was no smoking gun. 
and she recused herself only because 
of appearances, etc., etc. Also in these 
hearings. Mr. Hale’s co-defendants 
won a separate trial; they will be tried 
in June while Mr. Hale's trial will start 
March 28. 

”We consider Hale an essential 
witness, and the reason we asked for 
a prompt trial date is that it’s neces- 
sary to resolve this pending indict- 
ment before he’s available to us.” Mr. 
Fiske says. Mr. Hale has never told his 
Clinton story to law-enforcement offi- 
cials: Mr. Fiske’s court filings say it’s 
necessary to conclude his “dual sta- 
tus-as witness in the overall Investi- 
gation and as defendant here.” 

Another law-enforcement official 
might see no reason why the trial 
could not be delayed while Mr. Hale's 
evidence was collected and tested. His 
defenders of course contend he is be- 
ing singled out for prosecution and 
punishment precisely because he 
threatens to Implicate others, includ- 
ing Mr. Clinton. The best result would 
be a plea bargain before the March 28 
date, but Ms. Casey's pre-recusal ma- 
neuvering complicates the prospects. 
There is now of course no possibility of 
using Mr. Hale to gather fresh evi- 
dence. Also, he now has the confUct-of- 
interest grounds on which to base a set 
of appeals, at the very least delaying 
any sentence. This of course would 
also delay the Whitewater investiga- 
tion. probably beyond the next Presi- 
dential election. 

With the trend of belated recusals 
undermining confidence in the regula- 
tors and the administration of justice, 
what’s needed here is neither indict- 
ments nor yesterday’s White House 
statement instructing officials to 
“bend over backward” to avoid White- 
water conflicts. What’s needed is 
some public accountability. If Ms. , 
Casey needed to recuse herself in No- i 
vember. why not September? Whose 
idea was it to fire all U.S. Attorneys in 
the first place? Our suspicion is that in 
the middle of it you will find Webster 
Hubbell. who could bend over back- 
ward by resigning. Is there anyone in 
Congress responsible enough to get 
answers to these questions? 
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Bargaining in Little Rock 


Following is an fichanae of cnrrrspon- 
Icitce between ftnndu Coleman, attornru tor 
l)nn<i Hale, and Paula Case v. U.S. attorney 
■a Little Rock, just pnor to the September in- 
hetment or Mr. Hale for fraud concerning 
the Small Business Investment Corp. he 
managed. 

I One of Mr. Hale’s loans was for tfOO.OOO 
to a concern owned by Susan McDougal. a 
partner with her husband and Bill and 
Hillary Clinton in Whitewater Development 
Corp. Some S 110.000 of this money report- 
cdly ended up in the Whitewater account. 

Ms. Cdsey. a longtime associate of the 
Clintons appointed to her post when the in- 
coming administration fired all sitting U.S. 
attorneys, subsequently recused herself 
from the case because of her association with 
some of the individuals involved. Indepen- 
dent counsel Robert Fiske has obtained a su- 
perseding indictment, and is prosecutina 
Mr. Hale as his first court case. 

* * * 

Mr. Coleman to Ms. Casey. Sept. 15. 1993: 

This letter is written as a follow up to 
our recent personal phone conversations. . 

Fletcher Jackson of your office has pre- 
viously told me that Mr. Hale will be in- 
dicted on one or more charges on the third 
Tuesday of September, being September 
21. 1993. Since first becoming involved in 
this matter approximately five (5) weeks 
ago and being informed of this anticipated 
event. I have been attempting to reach 
some form of negotiated plea with your of- 
j flee without any success. 

I cannot help but sense the reluctance 
i in the U.S. Attorney's office to enter into 
plea negotiations in this case. I cannot 
help but believe that this reluctance is 
borne fsicl out of the potential political 
sensitivity and fallout regarding the infor- 
mation which Mr. Hale could provide to 
your office, but at the same time it is in- 
formation which would be of substantial 
assistance in investigating the banking 
and borrowing practices of some individu- 
als In the elite political circles of the State 
of Arkansas, past and present. I can cer- 
tainly understand the reluctance of any- 
one locally to engage in these matters, po- 
litical realities being what they are. 

Would it not be appropriate at this point 
for your office to consider terminating par- 
ticipation in this investigation and to bnng 
in an independent prosecutorial staff, who 
are not so involved with the history of the 
personalities and circumstances of this 
case? Such action might serve your office 
better. It would certainly serve Mr. Hale 
better because I feel that he is being prej- 
udiced by not being afforded opportunities 
that other targets of a potential criminal 
prosecution are afforded in the process of 
plea negotiations 

Ms. Casey to Mr. Coleman. Sept. 16: 

... My recollection of our meeting on 
September 7 Is that I told you that I would 
not consider granting immunity to your 
client nor would I consider filing only mis- 
demeanor charges. You made it dear to me 
that one felony would be as disastrous to 
your client as multiple felonies. Therefore, 
our plea negotiations are at an impasse. 

I did tell you that If Mr. Hale was will- 
; ing to offer substantial assistance in the 
prosecution of other defendants. I would 
consult with my Litigation Committee 
about requesting a motion authorizing a 
reduction in sentence. The motion to re- 
duce sentences comes only after a plea of 
guilty to felony charges. If your client is in- 
terested in cooperating in exchange for 
such a reduction, he must make himself 
available to federal agents for questioning 
so that we can determine whether his prof- 
fer merits such a motion. I will be pleased 
to arrange such an interview at your earli- 
est convenience. 


The fact that I am not willing to enter 
into any otiier agreement with Mr. Hale 
should not be construed as reluctance on 
my part to prosecute any individual when 
the situation merits prosecution. 

Mr. Coleman to Ms. Casey. Sept. 20: 

Apparently we are not going to achieve 1 
anything further on plea negotiations in 
this case at the present time. Time is be- 
coming a precious commodity. While we 
do not feel that the Government should 
proceed with an indictment against Dave 
Hale, we would suggest that any return of 
the indictment be sealed to allow the sides 
further time to negotiate a difficult situa- 
tion. 

Michael Johnson, for Ms. Casey, to Mr. Cole- 
man. Sept. 20: 

Earlier today I phoned you and re- 
quested that you provide a proffer of any 

information your client wished to bring to 
our attention. You have responded by let- 
ter dated this date in which you indicated 
that you did not believe we will achieve 
anything further in plea negotiations. As 
you acknowledged, your letter was in re- 
sponse to our earlier phone conversation. 

Our position is as we have stated to you 
befpre. that is. we are fully interested in 
all information your client has to offer. Be 
cause of his significant involvement in 
criminal activity, it is unacceptable to us 
to grant him immunity. We are willing to 
provide your client with a motion autho- 
rizing reduction of sentence for substan- 
tial assistance upon his plea of guilty to a 
fplonv charge of fraud and his providing 
the substantial assistance. Of course to 
date your client has offered no tangible in- 
formation on which any such arrangement 
could vet be made. My understanding of 
vour letter is that he chooses not to do so 
in this time. 

We see no reason not to proceed with 
the presentation of our case to the grand 
jury and our other normal process of han- 
dling grand jury matters. Should the grand 
jury decide to indict your client, we will re- 
main ready to listen to any proffer you or 

“Would it not be ap- 
propriate at this point for 
your office to consider ter- 
minating participation in 
this investigation and to 
bring in an independent 
prosecutorial staff, who are 
not so involved with the 
history of the personalities 
and circumstances of this 

Off 
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vour client have to offer and go forward on 
the basis that we have outlined above. 

Mr. Coleman to Mr. Johnson, dated Sept. 20: 
Thank vou for your letter of September 
20. 1993. The procedures proposed therein 
ire an eleventh hour attempt to do what 
could and should have been done several 
weeks ago given some proper inducement 
to Mr. Hale. I previously indicated to your 
office that we were willing to listen to rea- 
sonable proposals other than immunity for 
Nome time, but did not receive any con- 
crete offers. Also. I have previously indi- 
cated to Fletcher I Jackson I some time ago 
very definitive areas in which Mr. Hale 
had knowledge and also reviewed a list of 
.//- 


names involved as well. I madeit known 
that Mr. Hale was willing to parucipate in 
undercover operations to develop 
tional information regarding : sarne^ This us 
much like the operations in Kentucky con 
ducted by federal authorities which I read 
about in the morning newspaper. That op- 
portunity will now be lost. We remaui In- 
terested in plea negotiations. I will be m 
touch with you later. 

Ms. Casey to Mr. Coleman, dated Sept. 21: 

This letter is in response to your letter 
dated today which you faxed to my office. 

You comment that the letter you re- 
ceived yesterday from my office is an 
• eleventh hour’' attempt to set forth a pro- 
cedure acceptable to your client. You com- 
plain that you have not received any con- 
m Often. You also p contfita i tMt. be- 
cause it is “eleventh hour, it will be too 
late to go forward to pursue an underrover 
operation in which your client is willing to 

Pai yov£ references are misplaced. Our let- 
ter dated September 20. 1993. merely reca- 
pitulated discussions between you and tltis 
office over the last several wee^ You 
have sought to delay our proceeding on the 
aspect of this matter currently scheduled 
Sdtis session of the Grand Jury. On each 
occasion you have rejected any possibility 
that your client would consider a felony 
plea and you have insisted on either im- 
munity or. at most, a misdemeanor. More- 
over you have claimed that your client 
can provide information and have settath 
names allegedly involved. However. on 
each occasion that you have been re- 
quested to furnish specifics. includlns 
again yesterday, you have dMUned to do 
so Instead, you have responded with an 
other general assertion and self -serving 
contention about the lack of interest by 

^Lefme again be very dear: this office 

and the Department of Justice has Isicl 
been and remains interested and willing to 
obtain any and all information your client 
has available. However, he must provide 
specifics and be willing to follow through. 

' General assertions that he knows sigiufi- 
I cant information regarding ••important'* 
people serves Isicl no goal other than his 
understandable, but self-serving, desire to 
avoid the consequences of his own signifi- 
cant criminal conduct. As AUSA (Assis- 
tant U.S. Attorney I Jackson advised you. 
the charges presently being considered 
are only one facet of this case, and your 
client faces potential criminal exposure on 
a number of other items. It is as to those 
items that your client claims to have in- 
formation. 

i amt as to your contention that our in- 
tention to proceed with indictment of your 
client compromises the potential for an un- 
dercover operation. I was contacted by a 
reporter from the New York Times last Fri- 
day. The reporter indicated to me that he 
had been in contact with your client and 
had interviewed him extensively on Thurs- 
day regarding this “information. The re- 
porter also showed me copies of our past 
correspondence which you had provided to 
him. I declined to comment. Your client’s 
efforts to put this information into the pub- 
lic forum belies any serious willingness on 
his part to leave open an undercover type 
of operation. 

In short, we remain willing to hear 
what your client has to offer at such time 
he decides that he is ready. 

Continued . . . 
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pKv'newS pc*.^ 

From « Nov. 9 pressor lease bu the Justice 
Department: 

WASHINGTON - Acting Assistant At- 
torney General John C. Keeney today said 
the Justice Department's Criminal Divi- 
sion will take charge of the government s 
investigation into matters concerning for- 
mer judge David Hale and Capital Man- 
agement Services Inc., and the now de- 
funct Madison Guaranty Savings and 
Loan. 

The Criminal Division took over the in- 
vestigation after the U.S. Attorney in Lit- 
tle Rock. Paula Casey, informed the Jus- 
tice Department last week that she and her 
staff had recused themselves because of 
their familiarity with some of the parties 
and the need to ensure that there be no 
misperceptions about the impartiality of 
the investigation. 

« * * 

From court papers filed by independent 
counsel Robert Fiske. They are addressed to 
arguments raised by another defendant. Eu- 
gene Fitzhugh. who will now stand trial sep- 
arately from Mr. Hale. 

... his entire argument for dismissal of 
the Superseding Indictment rests on the 
flawed premise that if Ms. Casey recused 
herself from this case in November 1993. 
then her office could not properly have ap- 
peared before the grand Jury with respect 
to this case in September 1993. This argu- 
ment must fall for three principal reasons. 

First, it wholly ignores the fact that Ms. 

Casey s reason for seeking recusal was not 
based on any actual conflict, but instead a 
concern about appearances: 


WHITEWATER HEARINGS? A Demo 
cratic senator s aide says he hears nibbles 
in the halls" about Democrats joining GOP 
calls for Senate hearings on the Whitewater 
flap. "Democrats on the Banking and Judi- 
ciary committees are womed that the pres- 
sures are going to be so great that Demo- 
crats won’t have any choice." he says. 


I am confident that I and my staff 
are capable of investigating and pros- 
ecuting these matters competently 
and dispassionately. Whether my 
participation and the participation of 
my staff raises questions of the ap- 
pearance of impropriety is a different 
question." (Emphasis added. I (Mein- 
emey Affidavit. Exhibit A) 

Second, it does not even provide a gen- 
eralized allegation regarding anything 
that anyone in Ms. Casey's office may 
have done in the grand jury that was im- 
proper. And third, it suggests absolutely 
no prejudice that defendant Fitzhugh may 
have suffered as a result of the participa- 
tion of Ms. Casey s office in the grand jury 
process. 

... The Independent Counsel, and at- 
torneys working at his direction, have 
commenced an investigation into Presi- 
dent and Mrs. Clinton s relationships with 
MGSL (Madison Guaranty Savings tu 
Loan I . Whitewater and CMS I Capital Man- 
agement Services I . As set forth above, one 
of the central allegations to be investi- 
gated is defendant Hale s claim, as re- 
ported in the press, that then-Govemor 
Clinton pressured" him into causingCMS 
to extend the S300.000 loan to I Susan Me- 
Dougal'sl Masters Marketing. 

In order to investigate this allegation 
fully, it is imperative that the Independent 
Counsel interview defendant Hale, or com- 
pel his testimony. This cannot be done un- 
til the present case has been resolved. 



S&L Work Yields Riches 


Federal thrift regulators reduced spending on outside law firms by 9% last year as S&L liquidation 
worn declined and more legal taste were moved m-house Nonetheless, the regulators paid law 
firms S565 million m 1993 below are the 15 firms that got the most worn 


Fms and Eipansas 



Law Firm 

cuy 

(S millions i 

1 

Morrison & Hacker 

Kansas City 

$16.3 

2 

Piper & Marbury 

Baltimore 

10.3 

3 

Schnader, Harrison. Segal & Lewis 

Philadelphia 

10.1 

4 

Pettit & Martin 

San Francisco 

9.4 

5 

Ouker & Barrett 

New York 

8.6 

6 

Hughes Hubbard & Reed 

New York 

85 

7 

Kutak Rock & Campbell 

Omaha 

6.5 

8 

Hopkins & Sutter 

Chicago 

5.8 

9 

Powell. Goldstein. Frazer & Murphy 

Atlanta 

5.5 

10 

Mullin Hoard & Brown 

Amarillo. Texas 

49 

11 

Holland & Hart 

Denver 

48 

12 

Baker & Botts 

Houston 

4.7 

13 

Baker & Hostetler 

Cleveland 

46 

14 

Bayh. Connaughton. Fenstertieim & Malone 

DC. 

45 

15 

Brownstem Zeidman & Schomer 

O.C. 

4.1 
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-!*- 


/Z/ZZ- 


4723 


The Washington Times 
March 4, 1994 






4724 


The Washington Times 
March 4, 1994 


GOP senators 


target nominee 
to get hearings 


Seek probe of Whitewater meetings 


Sr. 


Paul Bedard 


Forty-three Republican sen- 
ators yesterday vowed to block the 
confirmation of Ridd R. Tigert to 
head the Federal Deposit Insur- 
ance Corp. (FDIC) unless the 


ship calls hearings about the pro- 
priety of meetings bstwesn Dep- 
uty Treasury Secretary Roger C. 
Altman and White House Counsel 
Bernard Nussbaum to discuss the 
Whiteweter-Medison investiga- 
tion. 

The 43 senators set out their 
threat in a letter to the Senate lead- 


As Whitewater charge and 


Capitol Hill D-easury Secretary 
Lloyd Bentsen a s hed the indepen- 
dent Office of Government Ethics 
to investigate the meetings. Mr. 
Bentsen said the probe should de- 
termine whether ethics rules were 
broken when the Resolution Thist 
Corp. (RTC) investigation of Madi- 
son Guaranty Savings and Loan 
Association, owned by former 
Clinton business partner James B. 
McDougal. was discussed. 

The call for an ethic* probe 
came minutes after the White 
House issued its first rule* gov- 
erning meetings b e twe en its offi- 
cials and federal agencies looking 
into Madison and the failed White- 
water Development Corp., which 
was owned by the Clintons, Mr. 
McDougal and his wife. Susan. Mr. 
Nussbaum wrote the rules. 

“I’m concerned about it," Pres- 
ident Clinton told r epo r ter s yester- 
day morning. “Nearly as I can de- 


termine, no one has actually done 
anything wrong or attempted to 
improperly influence any govm 
mant action. But I think it 
be batter if the meetings and con- 
versations hadn't occ ur red." 

Mr Clinton "should get rid of 
Nussbaum." House Minority Whip 
Newt Gingrich safe* 

House is eettinc a b 
ityapd that can only maks n 


Devore, who was Me Bentsen* 
s pok esman; and Josh Steiner Mr. 
Bentsen* current chief of staff. 

• A meeting eerty last month re- 
quested by Mr Altman in Mr 
Nussbaumli office that i n c lu ded 
Harold Icfces, deputy White House 
1 chief of staff, and Margaret A. Wfl- 
1 liama. first lady Hillary Rodham 
' Clinton* chief of staff. 


“Ybu’re asking for big, big trou- 
ble and showing some stunningly 
bad judgment when you start mix- 
ing politics with law enforcement." 
Senate Minority Leader Bob Dole 
said of the N ussbaum- Altman 


Federal regulators dosed Madi- 
son in 1989at a cost of S50 million. 
• A RTC meeting at the White 


Mr. Nussbaum; White House Com- 
munications Director Mark Gear- 


Bruce Lindsey; Ms. Hanson; Jack 


Rap. Henry B. Gonzales, Thxas 
Democrat and chairman of the 
House committee, 

resisted GOP calls for an indepen- 
dent probe of the Whitewater- 
Madison affair but agreed to hold 
an RTC oversight hearing March 
24 . 

Sen. Alfonse M. D’ Amato, New 
Vbrk Republican, who has called 
for Senate hearings, said: "The 
American people d eserv e to have 
confidence that the RTC conducts 
its business in an independent and 
impartial fashion.” 

Mr. D* Amato threatened to 
block legislation to ifrenmHna 
regulation of the banking industry 
until it is rewritten to p rotect the 
banking agencies from pol iti cal 
interference by Clinton "cronies.’* 
At issue are three meetings be- 
tween White House and Dreasury 
officials to discuss Whitewater 
Madison issues: 

• A meeting in late September 
h«tween Mr. Nussbaum and Dep- 
uty Treasury Counsel Jean Han- 
son to discuss the naming of the 
Clintons in the RTC* probe of 


ary meeting at a Senate bearing 
late last month. The Washington 
Post reporte d the 1993 meetings 


“Tb my knowledge there were 
no other meetings involving Me 
Altman or Ms. Hanson and the 


man Howard Schloes said. 

Spokesmen for the RTC and the 
FDIC said no other meetings have 
occ ur red betw e en their officials 
and White House staff. 

The White House said the meet- 
ings were held to discuss how to 


Earlier this week. White House 
spoksswoman Dee Dee Myers said 


She and Me Gearaa also sug- 
gested that the issue was being 
hyped by Republicans. “There* a 
lot of politics going on." Mr. 


But Mr. Clinton* statement con- 
demning the meetings — and the 
ne wspa per and television cover- 
age of them — suggests the White 
House now believes they were im- 


“We don’t need to have any im- 
plication that we are in any way 
trying to manage or affect this pro- 
cess. We are not. We must not And 
I don’t want the American people 


Mr Clinton, w h om aides described 


was caught in an ethics contro- 
versy 

lb offset the appearance of im- 

QfibA+M e* f-y 1-5“ 
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Nary a storm misses ‘Dr. No’ 


3v Paul Beaara 

• <CMkSH«n row tmes 


In the Senate, he’s known as '‘Dr 
No.” In the House, it’s simply 
"Stonewall" 

Now Bernard W. Nussbaum. for- 
mally known as White House coun- 
sel, the president’s chief lawyer, is 
in the cross hairs of the gun sights 
of Congress and the press for his 
work as President Clinton’s pro- 
tector and Watergate-trained ad- 
viser. 

Whether for his involvement in 
the travel office controversy, the 
Whitewater-Madison affair, secret 
health care task force meetings, 
bungled Justice Department nom- 
inations or the White House’s ef- 
forts to block an extensive investi- 1 
gation of the death of Deputy 
Counsel Vincent W. Foster Jr.. Mr. 
Nussbaum is hearing a growing 
chorus calling for his head: 

• Rep. Jim Leach. Iowa Repub- 
lican. says Mr. Nussbaum has vio- 
lated ethics rules by holding meet- 
ings with acting Resolution Dust 
Corp. head and Deputy Dreasury 
Secretary Robert Al tman about 
the RTC’s probe of a failed Arkan- 
sas savings and loan linked to the 
Clintons. 

Mr. Leach, who has a reputation • 
as one of the least partisan mem- 
bers of Congress, has railed on the 
Office of Government Ethics to in- 
vestigate. 

• "The only honor. iJe and po- 
litically sensible course is to re- 
move [Mr. Nussbaum I from his of- 
fice,” the New York Times said in 
an editorial. 

• "Fire him,” said Mark R. 
Levin, director of the Landmark 
Legal Foundation, a public inter- 
est group. 

• "Bernard Nussbaum, sup- 
posedly the ethical gatekeeper in 
the White House, has caused more 
problems than he’s prevented.” 
wrote Albert R. Hunt in yester- 
day’s Wall Street Journal. “Mr. 
Nussbaum. a nice man and an able 
Wfcll Street lawyer, must be re- 
placed. He’s out of his depth at the 
White House." 

But Mr. Nussbaum isn't budg- 
ing. 

"He’s bulletproof, and that’s be- 
cause he’s Hillary’s friend,” a 
senior administration official said. 

First lady Hillary Rodham Clin- 
ton learned legal wrangling as a 
junior lawyer under Mr. Nuss- 
baum when he was senior asso- 
ciate special counsel for the House 
Judiciary Committee’s impeach- 
ment inquiry of President Nixon. 

“I don’t hear anybody suggest- 
ing he should go,” another senior 
Clinton adviser said. “He's in no 
trouble.” 

Mr. Nussbaum's office was 
charged yesterday with writing 
White House ethics rules to deal 
with the unethical appearance of 
his meetings with government of- 
ficials to discuss probes of White- 
water issues involving the Clin- 
tons. 


Mr. Nussbaum did not return a 
call to his office. 

How did the 55-year-old. cigar- 
chomping former New York law- 
yer become the target of so much 
criticism outside the White 
House? 

A wealthy corporate- takeover 
lawyer, Mr. Nussbaum cam- 
paigned for the counsel’s job, 
throwing a party for the Arkansas 
delegation at the Democratic Na- 
tional Convention in 1992 and giv- 
ing the Clintons advice on how to 
finesse the Gennifer Flowers con- 
tretemps. 

His champion was Mrs. Clinton. 
"They have a father-daughter rela- 
tionship,” a White House adviser 
said. 

But since he arrived to take up 
residence on the second floor of 
the White House, the Harvard- 
educated litigator and patron of 
the exclusive Metropolitan Cub 
lunchroom has been in the middle 
of many of the administration’s 
blunders: 

• His review of several nomina- 
tions failed to find the flaws that 
turned out to be fatal. He didn’t 
unqover Attorney General- 
designate Zoe Baird’s failure to 
pay taxes on an illegal immigrant 
she hired as a nanny. And he didn't 
understand the killer impact of 
civil rights nominee Lani Gui- 
nier's written views on the law and 
the Constitution. 

• He was ata meeting where the 
FBI was pressed to approve and 
support a White House press re- 
lease detailing a bureau investiga- 
tion of the travel office. The White 
House later said that was im- 
proper. 

• He tried to divert congres- 
sional inquiry into Mrs. Clinton’s 
secret health care task force meet- 
ings. arguing that the White House 
was being responsive to Capitol 
Hill requests. He was rebuked by 
a federal judge who said the White 
House was stonewalling Congress. 

More recently, Mr. Nussbaum 
has been accused by the US. Park : 
Police of interfering in the investi- 
gation of Mr. Foster’s suicide, has 
been charged by Republicans with 
attempting to hide the salaries 
of White House aides and has 
stopped CIA Director R. James 
Wbolsey from briefing Republican 
Senate Armed Services Commit- 
tee members about Pentagon 
nominee Morton Halperin, raising 
charges of interference. 

His involvement in the White- 
water-Madison investigation and 
concerns that he is spending tax 
money to handle part of the Clin- 
ton defense against Whitewater 
charges have sparked the latest 
calls for ethics investigations. 

"As the Watergate counsel he 
should have seen how stupid Nixon 
was. But it appears that Clinton 
has taken Nixon’s play book and 
taken everything he learned to use 
it to I his I advantage,” a House Re- 


publican said. 

Alan Madison, an executive 
with the public relations firm 
Powell-Thte who has worked with 
the counsel’s office, said the 
attacks on Mr. Nussbaum may be 
unfair 

“In that job. no one touts your 
successes because you are there to 
keep the president out of trouble.” 
he said. 

But House Republicans say Mr. 
Nussbaum lied when he said in a 
letter that “no public funds” and 
“no White House staff members 
are acting as lawyers” for the Clin- 
tons in the Whitewater case 
"where there is no official nexus.” 
That letter, provided to The 
Washington Times, was written 
Feb. 10 and followed three meet- 
ings Mr. Nussbaum and two other 
White House aides had with Mr. 
Altman to discuss the RTC’s probe 
of the Madison Guaranty Savings 
and Loan Association. 

House members who received 
the letter said it was meant to 
cover up Whitewater meetings at 
the White House and the work of 
the counsel’s office to defend 
the Clintons against Whitewater 
charges. Rules prohibit the coun- 
sel from acting as a personal at- 
torney for the president. 

Asked if Mr. Nussbaum was act- 
ing as Mr. Clinton’s attorney on 
Whitewater issues. White House 
spokeswoman Dee Dee Myers said 
this week: "This is something that 
obviously involves the president, 
and therefore there are issues that 
you cant separate it completely 
from. He’s the president” 

She noted that the Clintons have 
hired a private lawyer to handle 
their Whitewater defense. 

"Which one of them is telling the 
truth?” asks Rep. Jim Ross Ugh- 
tfoot. Iowa Republican, referring 
to the apparent clash between Mr. 
Nussbaum’s suggestion he isnt 
handling Whitewater-Madison and 
Miss Myers’ statement that he is 
involved. “Neither one.” 

Another senior administration 
official said Mr. Nussbaum "is cur- 
rent with” the issues in the inde- 
pendent investigation of White- 
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The White House said yesterday that contacts between President 
Clinton’s staff and Resolution Trust Corp. workers investigating the 
Whltewater-Madlson affair should not have occurred. A history of 
the White House-RTC meetings: 

Late Se ptember — White House Counsel Bernard W. NussOaum 
meets with Treasury Deputy Counsel Jean Hanson to discuss the 
naming of President and Hillary Rodham Clinton in the RTC’s probe of 
the failed Madison Guaranty Savings and Loan. 

Late O ctob er — An RTC-White House meeting includes Nussbaum; 
White House Communications Director Mark Gearan: Senior Adviser 
Bruce Lindsey; Hanson; Josh Steiner, now chief of staff to Treasury 
Secretary Lloyd Bentsen; and then-Bentsen spokesman Jack DeVore. 

Early February — A meeting called by acting RTC head and Deputy 
Treasury Secretary Roger C. Altman in Nussbaum s office includes 
Deputy Chief of Staff Harold Ickes and Margaret A. Williams, chief of 
staff for Mrs. Clinton. 

Feb. 10 — Nussbaum tells three House members in a letter that the 
only Whitewater- or Madison-related issues being handled by White 
House aides are congressional and media questions. 

Feb. 28 — Altman reveals in a Senate hearing that he held a meeting 
in early February at the White House to go over ap RTC investigation of 
Madison Guaranty Savings and Loan. ^ 

Feb. 26 — Altman recuses himself from RTC work on Madison or the 
Whitewater Development Corp. 

Monday — Senate Minority Leader Bob Dole demands congressional 
hearings into the meetings. 

Ibeeday — Sen. AJfonse D’Amato. New Ytork Republican, joins the call 
for congressional hearings. Rep. Jim Leach. Iowa Republican, calls for 
an ethics investigation. White House spokeswoman Dee Dee Myers 
says nothing improper occurred at the meetings. 

Wednesday — The White House acknowledges that Nussbaum and 
Treasury officials met twice last year to discuss the RTC probe of 
Madison. 

Ye et at da y — The White House flip-flops and says that the m eeti ng s 
were improper. 


Th# WMfwtglon rhnM 


water and allegations that Mad- 
ison improperly funneled money 
into Whitewater or Mr. Clinton's 
gubernatorial campaigns. The 
Clintons owned the Whitewater 
Development Corp.. a northern 
Arkansas resort firm, with Madi- 
son owner James B. McDougal 
and his wife. Susan. 

Mr. Leach said in a letter to the 
Office of Government Ethics that 
Mr. Nussbaum ’s actions in accept- 
ing Mr. Altman’s invitation for the 
meeting should be investigated. 

‘The meeting might have had 
the effect of being prejudicial to 
the government’s case in attempts 


to recover taxpayer losses related 
to the failure of Madison Guar- 
anty.” Mr. Leach wrote. 

Madison s failure cost taxpay- 
ers $50 million. 

“It stretches credulity" to ac- 
cept the administration’s version 
that the meeting was called only to 
discuss the statute of limitations 
for civil liability involved in the 
RTC investigation of Madison. Mr. 
Leach said. 

He added that Mr. Nussbaum’s 
office has “taken on unprec- 
edented dimensions that relate 
less to the office than the problems i 
of the president." 


n 


n ist-i 













4728 


The Washington Times 
March 4, 1994 


J ust after the 1992 election. I 
recall watching on C-SFAN a 

panel discussion featuring sev- 
eral journalists. One of them. 
National Public Radio's Mara Lias- 
son offered that with Democrats in 
power everywhere, the traditional 
niWim of journalists — that they 
range themselves against authori- 
ty, not necessarily against Republi- 
cans or conservatives — would be 
tested. 

Ws are now more than a year into 
the Clinton administration: tune to 
put down our pencils and grade the 
test The press flunked. 

Though President Clinton has 
complained of being manhandl ed 
by the “s upp osedly liberal Wash* 
ington press (he told that to William 
Grieder). his lament may amount to 
no more than clever spin. As Me 

Clinton surely knows very weU, he 

and his administration have been 
given an easy ride for things that 
would have gotten any Republican 
drawn and quartered by now. 

Lynn Chu, writing in Commen- 
tary, itemizes the ethics swamp that 
is the Hilton administration and 
■«>r» a pertinent question: Would 
any of this have been permitted to 
a Republican? 

There are probably not more 
than ioo Americans who can now 
say what Reagan ad m i n istration 
Attorney General Ed Meese was 
supposed to have done to merit the 
charge — repeated endlessly dur- 
ing those years — of "sleaze.” WeU. 
Miss Chu reminds us that Mr. 
Meese failed to put two small stock 
holdings into a blind trust before he 
assumed office. 


/’’’’Vnly partisan opp on e n t s , in 
I 1 Congress and in the press, 
V-/ could hare characterized Mr, 

: Meesefe oversight as an ethics vio- 
lation. Ed Meese practically reeks 
I of rectitude, and everyone who 
knows him knows that — as well as 
I they know of his sloppy office and 
. disorganized habits. Nevertheless. 

Ed Meese became, for a while, the 
! living symbol of something called 
! "sleaze” and bed to endure not one 
! but two special prosecutors before 
being cleared. 

The Clintons did not place their 
assets in a blind trust until long 
after they took office, in July 1993. 
Moreover, there is evidence that 
they may have sold short some 
health stocks they owned. One of 
thoee sales, Mias Chu reports, took 
place the day before Mrs. CTlnt o nk 
sDMch denotmeinff ohinsioouti* 
cal companies, which left he a lt h 
stocks reeling. 

The Clintons have al ways t u rned 
aside questions about the White- 
water investment by claiming that 
they were man "passive investors” 
who lost money on the deal. If so, 
why did they not claim the loss 
against capital gains on their tax 
returns? 

Besides, what is already known 
about some of Mrs. CUntonk busy 
buying and selling suggests some- 
thing other than an armk length 
transaction. In December 1980, 
writes Miss Chu, Mrs. Clinton 
obtained a S30.000 loan from 
another sa v in g s and loan (not Mactt- 
900 Guaranty) owned by her part- 
ner in the Whitewater scheme. 
James McDougaL "She then sold 
the house on the lot [which White- 
water had deeded to her for free], 
repurchased if in defkult and final- 
ly resold both for a sain, not count- 
ing expenses, of 820,000 and a 
reported SI, 640 net capital gain to 
her DeraonaUy.” Later, a Hinton 
lawyvd^edthattheS30^00wm 
strict a W hit e wat e r cotporace debt 
— and Vince Fbster adjusted the 
Hintons' tax returns to reflect this. 

Reme m ber the ruckus about Nail 
Bush? H6 was the designated 
punching bag for months Just fbr 
sitting on the board of an S&L that 
went belly up. 

Some commentators have 

t mpHr*»lnra nflb* 

Whitewater mess, saying Bill Hin- 
ton doesn’t seem like the money- 
hungry type. ... 

That* absurd. Let the facts spea k 
for themselves. The smoke sur- 
rounding the Whitewater business 
suggests greed and more. The 
sweetheart deals, the payofft to 
friends, the mining records, the 
contradictory storks ex post fbeto, 
the delay and even the denials sug- 
gest a frame of mind in this presi- 
dent that is hubris squared. He 
seems to' behave as if the rulas 
apply to everyone but himself — a 
habit of mind the public finds- 
ob n oadou s in 

Does the naming of a special pros- 
ecutor get the press off the hook? 
WWL consider this: Robert Ftake has 
leased office space through 1997 — 
after the next election. 


Mona Owen is a nationally syn- 
dicated columnist. 
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If s not ‘appearances,’ Mr. President, if s conflict 


£ £ As nearly as I can determine, no one has actu- 
Zl ally done anything wrong or attempted to 

L \. improperly influence any government 
action,” said Bill Clinton yesterday, bobbing and 
weaving his way around the most recent break in the 
Whitewater levies. Mr. Clinton apologized for the 
naughty “appearances” and assured the nation that 
his staff than now on “will be much more sensitive.” 
Prelending the affair was all wrapped up, Mr. din- 
ton said, “I don't think there will be farther prob- 
lems.” 

The president can certainty hope. But the prob- 
lems he already has are not about to go away. Nor are 
these problems about mere “appearances.'’ The 
president admitted yesterday that senior Iheasury 
Department officials have been having pow-wows 
with top White House officials. Discussed was the 
progress of the Resolution Thist Coip* investigation 
into the huled Arkansas Savings and Loan tied to the 
Clinton* land dealings. These Treasury officials are 
involved in the running of the RTC, an independent 
agency that is currently without a head. As revealed 
yesterday in The Wash i ngton Post. Treasury's gen- 
eral counsel, Jean Hanson, passed on confidential 
information about the RTC* criminal refe r ra l on 
Madison Guaranty Savings & Loan. In the referral 
the RTC asked the Justice Department to investigate 
criminal wr ongdo i ng at Madison, and named the 
Clintons as objects for inquiry (without actually 
aryiiing them of WTOOgdotng). 

This would be bad enough if it weren't for the fact 
that the details were related to Bernard Nussbaum, 
the White House counsel. This is the same Mr. Nuss- 
baum who has been accused of being involved m some 
sort of Whitewater ooverup; the same Mr Nussbaum 
who secretly removed Whitewater flies from the 
White House office of Vince Fbster before they could 
be discovered by FBI agents investigating Mr. Fbster* 
death; the same Mr. Nussbaum who recently met with 
deputy Treasury secretary and acting RTC chief 


Roger Altman tor a Madison Guaranty update. 

Mr. Altman has already admitted that that meet- 
ing — at which Jean Hanson was also present — 
showed “bad judgment.” ant] has recused himself 
from any other Whitewater matters. But the inter- 
est of the attendance roster does not stop there. Mr 
Altman* meeting with the Clinton team included not 
only Mr. Nussbaum but also deputy chief of staff 
HaroMIckes and Hillary Clinton* top aide, Margaret 
Williams. Ms. Williams is no stranger to Whitewa- 
ter Amoy business. As The Washington Times’ Jerry 
S eper fir st r eported, she was another Clinton staffer 
in on the Fbster flies search after his death. 

Nor was this meeting some land of isolated indis- 
cretion. Ffeeding the White House inside information 
on the W hi tew a ter investigation was a recurring 
practira at Iteasury.involvi^ the repeated involve- 
meat of several of the department* key political offi- 
cials. 

As much as the White House may try, no one is 
buying the argument that this sort of insider legal 
trading is just a matter of “appearances ” of the sort 
Mr. Clinton has promised to rectify. What matters is 
behavior. The behavior of dinton administration offi- 
cials, both in the White House and at Treasury, calls 
for thorough investigation. No doubt special White- 
water counsel Robert Flake Jr. will look into this fias- 
co. But tf 12 yean of precedent about the threshold 
of executive branch misconduct required for Con- 
gress to take notice has any meaning, there is need 
for the congressional investigation being demanded 
by Republicans in both houses. The fear of tough 
questioning in front of a Capitol Hill panel is just what 
would have made Mr. Altman and his assistants think 
twice before jumping into the Whitewater quag- 
mire. The Democrats’ persistent abdication of their 
mvestigative and oversight responsibilities when it 
comes to questions of Mr. Clinton* behavior has 
emboldened administration officials to engage in 
actions that reek of coverup. 


OP** 
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The nightmare on 
Pennsylvania Avenue 


You have to get off the porch if you want to run 
with the big dogs, and there's nothing like the pros- 
pect of fresh meat to send old yellow hounds racing 
to the back yard. 

This is not one of those fraudulently authentic 
quaint Arkansas sound bites Bill Clinton manufac- 
tured for the ’92 campaign, but the president knows 
better than anyone else that a lot of people who 
were saying only a few days ago that there’s nothing 
to Whitewater aren't any longer saying that. 

Suddenly even The Washington Post, winch slept 
through wake-up call after wake-up call sent 
through the courtesy of The Washington Times, the 
editorial pages of the Wall Street Journal and the 
New York Times, the Los Angeles Times, and even 
the Washington bureaus of London's Sunday Times 
and Sunday Iblegraph, is suddenly wide awake. 

The Post’s revelations this week of suspected chi- 
canery by Webb Hubbell at the Rose Law Firm, 
maybe even felonious chicanery, put meat on the 
bones of at least one and. who knows, maybe all 
four of the Rose skeletons that Bill Clinton brought 
with him to Washington. 

Mr. Hubbell. the attorney general-in-fact, may be 
perfectly innocent of this particular scam, of pad- 
ding the bills of the Rose firm's government clients 
by overbilling and charging clients for his own plea- 
sures. but he can’t argue with the fact that his old 
firm is looking into his ethics (as well as his ex- 
pense accounts and credit card slips). 

Given the imaginative ethics of the Clinton ad- 
ministration. the first reaction of a lot of people, 
particularly in Arkansas, was that Messrs. Clinton 
and Hubbell themselves cooked up this Rose inter- 
nal investigation as a diversionary tactic, to fuzz the 
focus of the Whitewater investigation and get the 
heat off the White House. 

But no. surely not even Mr Clinton s powers of 
persuasion could persuade his pal Webb to shoot 
himself. (We’re supposed to believe Vince Foster 
did.) It’s the worthies at Rose themselves who are 
haunted by the prospect that past professional in- 
discretions of Webb — and 
maybe Hillary and Vince 
Foster — could even now 
pull down the firm, leav- 
ing dozens of innocent 
reputations in tatters and 
ruin. 

Hence what one White 
House insider calls “the 
blind panic'* at the big 
house on Pennsylvania 
Avenue — and growing 
guilt and consternation in 
many newsrooms, where 
for months and months 

there has been a consen- 
sus that Whitewater was a figment of ideological 
imagination. The Little Rock press is particularly 
sheepish: They had 12 years to look at what Bill and 
Hillary were up to. and never saw a thing. 


Newspapers, like all institutions, reflect the cus- 
toms and instincts of their communities, and even 
though Little Rock’s two newspapers — the liberal 
Gazette and the conservative Democrat — were 
locked in a war (only the Democrat survived), Mr. 
Clinton and his friends were never examined with a 
skeptical and disinterested eye. In the land of the 
blind the one-eyed man is king, and maybe nobody 
saw anything funny. Nobody smelled it, either. 

Robert S. McCord, a decent and kindly man who 
was a senior editor of the Gazette before it 
sank, scolds the nosy reporters who won’t follow the 
mild and meek Little Rock example in the current 
issue of the Bulletin of the American Society of 
Newspaper Editors. 

“Ever since I became a newspaperman more than 
40 years ago,’’ he writes, “politicians have been say- 
ing that newspapers maligned politicians to the ex- 
tent that public offices no longer commanded re- 
spect and qualified persons were reluctant to seek 
them. For the first time, I believe it. The country 
may have more to fear from the baby-boomer jour- 
nalist than the baby-boomer politician.’’ 

Alas, this is exactly the treacly sentiment that 
frightened publishers, indifferent editors and lazy 
reporters want to hear, and for a long time Bill and 
Hillary could count on either indifference or idol- 
atry from the press here. They got by with stuff in 
the Cotton States League, so why nr in the National I 
League? 

Now they profess to have got religion at last, that | 
at last they understand that even presidents aren’t 
supposed to be above the law, and promise they 
won’t try again to cook the Whitewater investigation 
by misplacing documents, stonewalling Congress, 
and conducting cozy private negotiations between 
the dog and the fox. 

But it may be too late. The president can send out 
for new ethics, he can dump an attorney general-in- 
fact. But how do you dump a first lady? 
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Clinton Voices 1st 
Ethics Concerns 
Over Whitewater 


By DAVID LAUTER 
and JAMES RISEN 

TIMES STAFF WIITEXS 

WASHINGTON -President 
Clinton on Thursday said for the 
first time that he is concerned 
about the appearance of impropri- 
ety stemming from meetings be- 
tween White House and Treasury 
Department officials on the White- 
water controversy. 

The statement came as Trea- 
sury's second-ranking official cut 
all ties to the continuing investiga- 
tion of the role of then-Gov. Clin- 
ton and his wife. Hillary Rodham 
Clinton, in the failed Whitewater 
Development Corp. in Arkansas. 

The White House— hearing 
growing cries of “coverup" from 
congressional Republicans and 
others— stepped up damage control 
efforts to try to keep Whitewater 
from blowing up into an uncon- 
trolled political problem once 
again. 

Senate Republicans, seeking to 
keep the issue alive, called for an 
investigation into the meetings be- 
tween White House and Treasury 
officials and threatened to hold up 
confirmation of the Administra- 
tion’s choice for a senior banking 
regulatory position unless hearings 
are conducted. 

As those efforts continued, pres- 
sure built on the White House 
official who has direct responsibili- 
ty for avoiding ethical Lapses— 
White House Counsel Bernard 
Nussbaum. Despite widespread 
speculation inside the White House 
and on Capitol Hill, officials denied 
reports that Nussbaum intends to 
resign, saying that such rumors are 
premature. 

But two officials conceded that 
Nussbaum has been widely blamed 
for Clinton's renewed difficulties 
"Nussbaum may be a smart guy. * 
said one former Administration 
official familiar with Whitewater 
issues. But he's tone deaf.” 

Deputy Treasury Secretary 
Roger Altman met last month with 
three White House officials to brief 
them on a Whitewater -related in- 
vestigation by the Resolution 
Trust Corp.. of which Altman is the 
acung director. 

Senior Administration officials 
said Thursday that Altman official • 
ly will remain the RTCs acung 
director unul the end of this month 
but has now canceled all RTC-re- 
lated meetings and acuviues. 

Last fall. Treasury officials met 
twice with White House aides to 
discuss Whitewater -related mat- 
ters. Officials at Treasury and the 
White House insisted that those 
meetings involved nothing other 
than efforts to respond to inquiries 
from reporters. 


Thursday afternoon. Treasury 
Secretary Lloyd Bentsen issued a 
statement saying that he had or- 
dered Treasury officials to have no 
further contact with the White 
House about Whitewater -related 
issues and had asked the independ- 
ent Office of Government Ethics to 
examine the earlier meeungs ‘to 
ensure that all ethical guidelines 
were followed." 

T he Admimstrauon containment 
effort started with Clinton, 
who. in sharp contrast with his 
recent pracuce. gave reporters a 
lengthy answer when asked 
whether he is concerned about the 
appearance of improprieties in the 
case. 

The answer is yes. I’m con- 
cerned about that,” he said. "As 
nearly as I can determine, no one 
has actually done anything wrong 
or attempted to improperly influ- 
ence any government acuon. but I 
think it would be better if the 
meetings and conversauons hadn't 
occurred.” 

Noung the several investiga- 
tions of Whitewater-related af- 
fairs. Clinton said that "it's very, 
very important that, while all this 
is going on. that the activity 
around it should be handled in such 
a way as to avoid even the appear- 
ance of a conflict In addition to 
what the rules are. what I want the 
people here to understand is never 
mind what the rules are. bend over 
backwards to avoid the appear- 
ance" of a problem. 

C lintons remarks were in sharp 
contrast to earlier statements 
by him and top aides on Whitewa- 
ter. Until Thursday, they had 
brushed aside complaints about 
appearances, insisting that, be- 
cause no one has been proven to 
have engaged in wrongdoing, alle- 
gations about appearance problems 
are politically motivated. 

That earlier approach remained 
at the Justice Department, howev- 
er. where Atty. Gen. Janet Reno 
dismissed questions about Associ- 
ate Atty. Gen. Webster Hubbell. a 
longtime Clinton friend from Ar- 
kansas. The Washington Post re- 
ported earlier this week that Hub- 
bell's former law firm, the Rose 
Law Firm of Little Rock. Ark., was 
invesugaung allegations that Hub- 
bell had overbilled clients. Hubbell 
has denied any overtoiling. 

Reno gave Hubbell a strong vote 
of personal confidence, saying: "I 
have been extraordinarily im- 
pressed with his honesty, his can- 
dor. his professionalism and the 
sacrifices he's making to serve the 
American people. 

"He advised me that he had not 
overtoiled or done anything wrong. 
At this point. I have no substanti- 
ated information that Mr. Hubbell 
is doing— has done anything 
wrong." 

But Reno said that she had not 
asked anybody in the department 
to look into the matter. "At this 
point, all I know is that some 
unnamed source says that the law 
firm is looking at allegations of 
wrongdoing." Reno said. “All I 
know from substantiated sources of 



Clinton says he is concerned 
about the appearance of impro- 
priety stemming from meetings 
on the Whitewater controversy. 


any kind is that the law firm is 
reviewing the matter, they’ve 
asked Web question s. he's answer- 
ing the questions and they’re re- 
solving partnership issues. " 

W hether either Hubbell or 
Treasury officials actually 
have done anything wrong remains 
in considerable doubt In Hubbell’s 
case, for example, a former senior 
partner at the Rose firm said 
Thursday that he knew of no 
indication of overbiling by Hub- 
beil or of an actual “investigation” 
by the firm. 

Administration officials close to 
Hubbell insisted, as well, that only 
a handful of bills are under review 
by the Rose firm and that no single 
item among them is more than 
$400. 

As for the Treasury meeungs. 
interviews with several officials 
appeared to substantiate the asser- 
tion that the two meeungs last fall 
were designed simply to respond to 
a press inquiry, not to influence the 
invesugauon. 


Tlsiss staff writer Ronald J. Ostrow 
contributed to this story. 
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It’s Getting Hotter 
in Washington 

Whitewater roils the presidential waters 


S ometimes the news me- 
dia are too quick to judge, 
but if you hear or read 
the troubling erm cover-up 
being applied to the Whitewa- 
ter controversy more and 
more, it may not be the me- 
dia’s fault. The White House 
may have only itself to blame. 

On Thursday President 
Clinton said that high-level 
briefings that took place 
shouldn't have. 

The sessions were 
held among top 
White House 
aides— but did not 
include the Presi- 
dent— and fea- 
tured an extreme- 
ly questionable 
briefing last 
month by Deputy 
Treasury Secre- 
tary Roger Alt- 
man. He is not on- 
ly the No. 2 
Treasury official 
but also the acting chief of the 
Resolution Trust Corp. That is 
the government agency in- 
vestigating the failure of 
Madison Guaranty Savings & 
Loan Assn, in Arkansas. Alt- 
man's briefing gave White 
House suffers an inappropri- 
ate advance peek at what the 
RTC was up to in its probe of 
the failed thrift. 

Bill and Hillary Rodham 
Clinton were real esute part- 
ners with the head of that 
S&L in a development known 
as Whitewater, a 1980s land 
venture in Arkansas. The 
controversy centers on 
whether a sweetheart deal 
was arranged to benefit the 
Clintons and whether Clinton 
as governor kept at bay the 
regulators concerned about 
the thrift. 

Now the White House has 
confessed to the sin of looking 
bad. It says that although it 


has done nothing wrong, it 
does itself no good when it 
does anything that appears to 
be blocking disclosure. That’s 
the right position to take. 
White House officials must 
recuse themselves— as Alt- 
man belatedly has done— 
from all matters related to the 
Whitewater probe. What is at 
stake is not only their careers 
and their repuUtions— serious 
matters in them- 
selves— but possi- 
bly this presiden- 
cy. 

Washington old 
pro Lloyd Bentsen 
undersunds this. 
The Treasury sec- 
retary has asked 
the independent 
Office of Govern- 
ment Ethics to 
probe the contacts 
between Treasury 
officials and the 
White House 
about the S&L. That was the 
proper thing to da The gov- 
ernment's integrity must not 
be in question. The appear- 
ance of misconduct can be as 
corrosive as actual miscon- 
duct. 

The phrase Whiievoater-gate 
is already making the Wash- 
ington rounds these days. 
That’s a little too glib. What 
Whitewater originally was. 
after all. was a financial deal 
of somewhat lesser magnitude 
than. say. a good-sized politi- 
cal payoff scandal. But if the 
White House or the Presi- 
dent’s allies orchestrate in any 
manner a cover-up. or even 
offer the appearance of a cov- 
er-up. then the gate suffix will 
be appended to Whitewater 
without objection. The White 
House is perilously close to 
that point. One more major 
misstep and it may have ar- 
rived. 



Clinton: Briefings that 
shouldn't have been. 
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D’Amato to Block Nomination i 
Of Tigert to Head FDIC Until 
Whitewater Issue Is Resolved 


By ROBERT M GARSSON 

WASHINGTON — The Sen- 
ate Banking Committee's rank- 
ing Republican said Thursday 
that he will block a vote on Ricki 
Tigert’s nominauon to head the 
Federal Deposit Insurance 
Corp. until President Clinton's 
involvement with a failed thrift 
is fully explored. 

“We will not go forward with 
this designee. Ricki Ri Tigert - a 
pal of Hillary Clinton - until we 
have had oversight hearings,” 
Sen. AJfonse D’Amato of New 
York said at a hearing Thursday. 

Sen. D’Amato said all 43 Sen- 
ate Republicans signed a letter 
to Sen. George Mitchell. D- 
Maine, the Senate majority lead- 
er, advising him of their position 
on the Tigert nomination. 

Agencies Seen Compromised 

Under Senate rules. Republi- 
can solidarity can easily keep a 
nomination from being voted 
on. 

Sen. D’Amato said Thursday 
that the independence of the fed- 
eral regulatory agencies has been 
compromised by the White 
House's handling of the failed 


Arkansas thrift. Madison Guar- 
anty Savings and Loan, and of 
Whitewater Development 
Corp., in which President Clin- 
ton and Hillary Clinton were in- 
vestors. 

Deputy Treasury Secretary 
Roger C. Altman - the acting 
chief executive officer of the 
Resolution Trust Corp. - recent- 
ly acknowledged that he briefed 
White House officials on the i 
agency’s investigation. 

A report in The Washington i 
Post Thursday disclosed that | 
Treasury had briefed White j 
House officials on two other oc- j 
casi ons. Mr. Altman had told | 
the panel that no other briefings 
had taken place. ! 

i 

Resignation Urged 

Sen. D’Amato called the I 
meetings improper and added, i 
“My confidence and the faith of ! 
the American people in the inde- j 
pendence of the agencies was ; 
jolted by the disclosure of inter- . 
ferenceofthe White House with I 
the RTC.” 

Meanwhile, Rep. Jim Leach. 
R-Iowa, wrote to Mr. Altman i 
this week, urging him to resign • 
the RTC post. 

Mr. Leach, ranking Republi- 
can on the House Banking Com- 
mittee. suggested in a letter to - 
ethics officials that Mr. Altman 
may have intended to serve at i 
the RTC until the statute of lim- 
itations on civil suits stemming ' 
from Madison’s failure had 
lapsed. . l . 

“It bears noting again the iro- 
ny that it was Mr. Altman who 
on May 4. 1993, strongly recom- 
mended by letter to the chair- 
man of the House Banking 
Committee that the statute of 
limitations for civil lawsuits 
against S&L wrongdoers not be i 
extended,” Mr. Leach said. 

Mr. Altman has served 13 ! 
months in the RTC role, and i 
Rep. Leach said the law autho - 1 
f iring acting agency heads was I 
never intended to permit such ! 
extended tenures. 

“To some, this circumstance : 
leaves the impression that Mr. 
Altman’s term of office might 
have been intended to coincide : 
with the running of the statute ot ; 
limitations for civil lawsuits 
which could affect the White : 
House,’’ Rep. Leach added. _ 
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Clinton Plan Would Give Superregulator 
More than $1 Billion in Annual Funding 


ByBABBABAA-BEHM 

WASHINGTON — The sm- 
ile agency being proposed to 
handle the su p erv is ory func- 
tions of the four existing bank 
regulators would have an annual 
budget just over SI billion. 

Under legislation p ropo s e d by 
the nintnw the 


would get its funding from three 
sour ce s; the Federal Deposit In- 
surance Corpi, the Federal Re- 
serve, and fees on insured insti- 


sources are ex- 
plained in the summary of the 
niiitnw administration's legisla- 
tion to consolidate the regula- 
tory agencies, released this week. 

The FDIC would be required 
to pay thecommissioo I cent for 
every $100 insured by the agen- 
cy, which would equal about 
$260 million this year. Of that 
total, $190 million would be di- 
verted from the Bank Insurance 
Fund and $71 million from the 
Savings Association Insurance 


drain the insurance funds either. 
The new commission would 
take over some of the FDICs 
work, so the agency's supervi- 
sion costs would be lower. Trea- 
sury reasons. 

The same theory applies to 
the Fed -the regulatory consoli- 
dation plan's harshest critic. 

The Fed would have to turn 
over to the 


Deposit In- expenses every year for 14 years. 


T!w money wooli 
come from ttio Fad, 
FDIC, and foot on 


Source of Pees 

This would not be a new fee 
on banks and thrifts, but would 
be subtrac t ed from the premi- 
ums institutions already pay for 


would pay on average about 1 
cent for every $100 of assets. 
Rates would slide based on asset 
size. The bill's summary says the 
fee charged would take "into ac- 
count the extent to which large 
institutions are less costly to su- 


ministrathm says this would not 


For the first five years, the Fed 
would have to reimburse the 
commission 100% of its savings, 
estimated to be $311 million the 
first year. 

That figure would be adjusted 
for inflation every year. For the 
next nine years, the Fed would 
pay a percentage of its savings, 
starting at 90% and decl inin g 
10% every year. 

Another approximately $450 
million would come from fees 
on the banks and thrifts regulat- 
ed by the new commission. Fed- 
erally chartered institutions 


BIDs Expec te d to Fall 
Most banks and thrifts would 
see their supervision bills fall 
20% from current payments to 
the Comptroller of the Currency 
and the Office ofThrift Supervi- 
sion. Treasury Undersecretary 
Frank Newman said the current 
avenge fee paid by national 
banks is 1.7 cents for every $100 
of assets. He estimates that will 
fell to just over 1 cent 
The fees are expected to come 


and regulation becomes more ef- 
ficient But all these figures ex- 
clude start-up costs of the new 


State banks with less than $1 


any fees to the co mm issio n . 
State banks already pay fees to 
cover the costs of state h a n ki n g 


about half what national banks 
the same sin pay, Mr. Newman 
said. State banks have never 
paid the Fed or the FDIC for 
their federal exams. □ 


OTS Approves Standard’s Deal in Midi. 

TROY, Mich. — Standard Federal Bank said ithasreenved 
Office ofThrift Supervision approval to acquire Central Hold- 
ing Co., the parent of Colonial Central Savings Bank. 

The CT nn*n«e« had previously entered into » definitive 
ag reemen t for Standard to pay $5.50 in cash for each Central 
«t»are Central will cab a stockho l d ers meeting to vote 
oathemetger March 24, and the deal is expected to be com- 
pleted April 9. 
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; Bankers and Senate Leaders Rally 
Against Plan to Merge Regulators 


By ROBERT M.GARSSON 

WASHINGTON — The ad- 
ministration's plan to merge the 
federal banking agencies came 
under fire Thursday as bankers 
roundly criticized it and the Sen- 
ate Banking Committee’s lead- 
ers vowed that it would not 
move in its current form. 

Under the administration bill, 
the proposed Federal Banking 
Commission M is basically a pup- 
pet of the White House." said 
Sen. Alfonse M. D’Amato. R- 
N_Y. .. 

Sen. D’Amato said the admin- 
istration bill, which was un- 
veiled Tuesday, gives the De- 
partment of Justice complete 
control over litigation initiated 
i by the banking commission. 

j White House Connections 

i And he pointedly observed 
i that President Ginton is cur- 
rently one of the subjects of an 
investigation into the failure of 
1 Little Rock-based Madison 
Guaranty Savings and Loan. 

“So to proceed, we would 
have to get Hillary Ginton’s pals 
at Justice to sign off.” he said. 
The Justice Department's third- 
ranking official. Webster L. 
Hubbeil. was a law partner of 
Mrs. Ginton. 

Sen. D’Amato also com- 
plained that the bill would re- 
quire the agency to submit con- 
gressional testimony and 
legislative recommendations to 
the Office of Management and 
Budget for clearance. 

“What kind of independence 
is thatr he asked. 

Riegle in Same Corner 

Senate Banking Committee 
chairman Donald W. Riegle Jr.. 
D-Mich.. agreed, telling Sen. 
D’Amato: “On the issue of inde- 
pendence. my passion is the 
equal of yours." 

Sen. Riegle compared the plan 
to the unsuccessful efforts of the 


Bush administration to place a 
single regulator under control of 
the Treasury Department 
“I can assure you the bill will 
not move forward with that de- 
fect.” said Sen. Riegle, who is a 
strong proponent of the single, 
independent regulator. 

Agreement in Principle 
Meanwhile, First Chicago 
Corp. chairman Richard L. 
Thomas said the nation’s big 
banks welcome agency consoli- 



Rlchard L Thomas 

C hair man, 

First Chicago Corp. 


dation. but would not support a 
plan that provides for only one 
regulator. 

Mr. Thomas, speaking for 
Bankers Roundtable, said the 
Office of Thrift Supervision and 
the Office of the Comptroller of 
(he Currency should be merged, 
and the Federal Deposit Insur- 
ance Corp. should be removed 
as primary regulator of state- 
chartered banks that are not 
members of the Federal 
Reserve. 

The Federal Reserve should 
retain rulemaking authority for 
hank holding companies and 
should have regulatory author- 
ity for “a sufficiently large num- 
ber of representative banks to 


enable it to carry out its role in 
monetary policy.’’ 

Trade Groups Opposed 
Both the American Bankers 
Association and the Indepen- 
dent Bankers Association of 
America argued against the ad- 
ministration’s single regulator 
plan. 

“It is critical that the Federal 
Reserve’s role as a regulator in- 
clude the regulation of banks of 
all sizes and not just the largest 
banking companies,” said John 
Shivers, chairman -of Southwest 
Bank, Fort Worth, Tex. 

Mr. Shivers, president of the 
Independent Bankers, said the 
Fed’s hands-on experience in ex- 
hat proved par- 
ticuUny helpful to the volatile 
agricultural sector of the econo- 
my. The information gathered 
in examining farm banks, he 
said, has helped guide its deci- 
sions in managing the economy. 

“Because most community 
banks are either involved in ag- 
ricultural lending or are situated 
in areas where the local econo- 
my is dependent on agriculture, 
their fortune is closely tied to the 
agricultural sector,” he said. 

‘Critical Information’ 
“The Federal Reserve’s 
hands-on examination of these 
institutions gives it critical in- 
formation about the agricultural 
economy that is necessary to 
carry out these duties.” 

Howard L McMillan Jr., 
president of Deposit Guaranty 
National Bank. Jackson. Miss., 
said the ABA believes the single 
regulator concept is incompati- 
ble with the dual banking sys- 
tem. "Collapsing all federal reg- 
ulatory power into one 
monolithic agency would even- 
tually make the dual banking 
system an empty shell - a state- 
charter versus a national charter 
would be a distinction without a 
difference,” he said. J 
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Anchor Savings, Safely Afloat, 


Plans Loan Push 


By PHIL BOOSEVELT 

Jim Large thinks big. 

Five years ago, when most 
people figured Anchor Savings 
Bank was a goner, he signed on 
as chief executive. Now. having 
put the S8 billion-asset thrift on 
firm financial footing, he is em- 
barking on an ambitious pro- 
gram to pump up profits. 

Anchor, based in Hewlett, 
N.Y.. proposes to replace its 
huge portfolio of mortgage- 
backed securities with straight 
mortgages, which carry marked- 
ly higher yields. To pull this off. 
the thrift plans to sharply in- 
crease loan originations and 
possibly acquire some other 
mortgage-minded institutions. 

Performance Mode' 

The effort, which Mr. Large 
describes as “a multiyear pro- 



cess.” illustrates how thrifts that 
weathered their industry's crisis 
in the 1980s are now digging 
into the task of building profits 
for the 1990s and beyond. 

"We’re out of the survival 
mode and into the growth and 
performance mode.” says Mr. 
Large. 

The new era won't be easy - 
for Anchor or anyone else. Big 
new players like Countrywide 
Credit Industries are providing 
fierce competition in mortgage 
lending, and consumers have 
been shunning adustable-rate 


mortgages, the main product at 
most large thrifts. 

Indeed, accumulating assets 
"has become the big issue in the 
day-to-day management of 
thrifts.” says Bruce Harting. an 
analyst at Salomon Brothers Inc. 

Mr. Large, 61. clearly thrives 
on such challenges. A Princeton 
graduate and the son of a Phila- 
delphia banker, he joined An- 
chor in 1989 after helping turn 
around the Rocky Mountain 
units of First Interstate Bancorp. 

Bullet-Proof Podium 
He vividly recalls his first 
shareholder meeting at Anchor 
"Our security guard said. ‘Mr. 
Large, we'have our usual bullet- 
proof podium, and you’ll soon 
see why.' And I did Everyone 
was screaming and hollering, 
and I couldn't get a word in 
edgewise.” 

Since then, things have im- 
proved dramatically. Anchor, 
which once suffered from a se- 
vere shortfall in regulatory capi- 
tal. was designated “well capital- 
ized” last summer by the Office 
of Thrift Supervision. 

But the turnaround is by no 
means finished “These things 
are never complete.” Mr. Large 
says. 

Specifically. Anchor sull has a 
way to go in the profit depart- 
ment It has been returning just 
0.60% on assets annually, well 
below the 0.91% average for all 
other profitable thrifts. 

Surfeit of Mortgage-Backed* 
The most glaring drag on An- 
chor's earnings has been the $5.6 
billion portfolio of mortgage- 
backeds. which makes up a 
whopping 70% of total assets. At 
other big thrifts, that ratio is 
closer to 20%. 

Anchor amassed the securities 
in an effort to trim credit risk 
and boost capital ratios. But the 
move had a clear cost* The aver- 
age yield on the instruments is 
about 5%. versus more than 7% 
for Anchor's straight mortgages. 

Now that Anchor has stabi- 
lized. Mr. Large is keen to book 
more loans and get rid of the se- 
curities. 

The task of gathering mort- 
gages falls chiefly to Charles W. 
Sewright who joined Anchor in 
1 990 after leading a rapid build- 
up at the mort gage unit of Ma- 


rine Midland Bank. 

He u planning to roughly dou- 
ble originations in each of the 
next few years, through both re- 
tail and wholesale channels. For 
the fiscal year ending June 30, 
the tally is expected to hit $1.2 
billion, up from about $700 mil- 
lion the previous year. 

Mr. Sewright, president of An- 
chor Mortgage Services, Wayne, 
NJ., has recently assembled a 
fresh team to carry out the work. 
To head up the business of get- 
ting loans from other lenders, he 
tapped Whit Brume of United 
Guaranty Corp., a North Caroli- 
na-based mortgage insurer. And 
John Gleason has joined from 
Chase Home Mortgage Corp. as 
senior credit officer. 

Impressive as such people 
may be. Anchor faces an uphill 
battle in finding loans suitable 
for its balance sheet 

Adjustable* Retained 

The thrift sells the fixed-rate 
loans it writes and keeps only 
adjustable to curtail the risk of 
funding costs rising above loan 
yields. But with with consumers 
mesmerized by the low rates on 
fixed loans, adjustabies have 
been accounting for less than 
25% of originations nationwide. 

Of course. Anchor could buy 

entire portfolios of adjustable* 
from other lenders, but the thrift 
is wary of that strategy. John 
Brull. chief financial officer, says 
Anchor would probably want to 
buy insurance for such portfo- 
lios. meaning the yield wouldn't 
be much more than that of the 
securities. 

Another option - and one that 
Anchor is clearly mulling - is to 
buy ooe or more mortgage oper- 
ations outright Last summer, 
the chief subsidiary of Anchor 
Bancorp bid unsuccessfully for 
New York’s $5.3 billion-asset 
Crossland Federal Savings. 

Anchor is unlikely to bid for 
another player that big anytime 
soon. Mr. Large says. But “there 
are some 50 smaller thrifts - 
$300 million to $2 billion - in 
this part of the world and almost 
any me of them would go well 
with Anchor. Yes, we would be 
interested in making such 
purchases.” 

Anchors aweigh! □ 
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Loan Offerings 


March 3, 1994 


The following represents loans ottered by the RTC nationwide for immediate sale on 
us. All loans are offered In emad pools and are eppropnate 


requests tor additional information should be made directty to the mdmduats listed 
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The Washington Post 

Treasury Officials 
Tbld White House 
Status of S&L Probe 


By Ann Devroy and Susan Schmidt 

Wntacion Puu **< Wr.cn 


Treasury Department officials 
twice informed the White House last 
fall of the status of a federal investi- 
gation into an Arkansas savings and 
loan with ties to President Clinton 
and Hillary Rodham Clinton, admin- 
istration officials said yesterday. 

The discussions came just after 
the Resolution Trust Corp. had 
asked the Justice Department to in- 
vestigate possible criminal activity in 
connection with the thrift, Madison 
Guaranty Savings & Loan. The RTC 
description of that activity included 
references to the Clintons as poten- 
tial beneficiaries of illegal Madison 
actions, but did not accuse them of 
engaging ui anything illegal. 

RTC officials said yesterday that 
‘'criminal referrals” are confidential 
legal documents that are virtually 
never discussed with those named in 
them. Without acknowledging that 
the discussions were in any way im- 
proper. White House Chief of Staff 
Thomas F. “Mack" McLarty yester- 
day warned senior officials against 
contacts with officials from Trea- 
sury. the RTC or others outside the 
White House involved in the case. 
McLarty also has prepared a staff 
memo that is to be widely circulated 
that makes the same podiL 

The first discussion, in late Sep- 
tember. was between White House 
counsel Bernard Nussbaum and Jean 
Hanson, general counsel at the 
Treasury Department, according to 
administration officials. An official 
said that Hanson told Nussbaum that 
the Clintons were named in the RTC 
action but not accused of any wrong- 
doing. 


The second meeting, in mid to 
late October, was held in Nuss- 
baum’s office and included, besides 
him. White House communications 
director Mark Gearan. Bruce Lind- 
sey. the Clinton senior aide who has 
been handling questions on the inqui- 
ry into Whitewater and Madison, 
and three Treasury o ffic ials: Han- 
son; Josh Steiner, now chief of staff 
to Treasury Secretary Lloyd Bent- 
sen; and Jack DeVore. then Bent- 
sen’s press secretary. Altman is the 
acting bead of the RTC. 

According to administration offi- 
cials. Hanson was briefed by RTC 
senior vice pres i den t Bill Roelle on 
8m WHITEWATER. * 
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White House Was Told 
Status of U.S. Probe 
Into Madison Thrift 


WHITEWATER. Froa 1 

the of the request for an in- 
vestigation into Madison and the 
mention of both Clintons in those re- 
quests. 

Lindsey said officials did not dis- 
cuss the “substance" of the referrals, 
but about how to respond to 
reporters’ inquiries about them. 

That nud-to-late October meeting 
came four months before — and at a 
more sensitive moment in the Madi- 
son- Whitewater saga — the briefing 
Deputy Treasury Secretary Roger 
C. Altman revealed during a con- 
gressional hearing last week. 

Altman set off a chorus of criti- 
cism from Republicans when he said 
that he had recently briefed White 
House officials on how the RTC. on 
which he serves as acting head in ad- 
dition to hts Treasury post, would 
proceed with potential civil cl ai m s 
growing out of the collapse of Madi- 
son. 

Republicans criticized the Altman 
briefing as an inappropriate interfer- 
ence by the White House in a case 
that directly affects the Clintons. 
Altman later issued a statement say- 
ing he had shown “had judgment" in 
conducting the briefing and would 
recuse himself from further involve- 
ment in Madisoo. Yesterday, Trea- 
sury officials said he was unaware of 
the earlier White House meetings. 

Gearan vesterdav confirmed the 
October meeting and the subject of 
the discussion, but denied that there 
was anything improper in the White 
House's holding of a di scu ssio n on 
the elements of an investigation in- 
volving the Clintons. Gearan said the 
session was convened at the sugges- 
tion of Treasury officials because of 
press inquiries over the criminal re- 
ferrals. not as an effort to discover 
what the RTC was up to and what 
could be done about it. 

"This was not an RTC meeting," 
Gearan said, describing it as a session 
to discuss press inquiries on the RTC 
investigation and what the White 
House and Treasury should or could 
xiv in response to reporters' queries. 

Although none ot the three Trea- 


sury officials have statutory jobs at 
the RTC. Hanson in particular was 
heavily involved in RTC Names*. 
Sources described her as overseeing 
many of the RTC’s legal matters be- 
cause the agency’s general cou n s el 
post was vacant. 

The RTC is an independent feder- 
al agency that is in c har ge of dispos- 
ing of failed savings and loans and 
pursuing civil and criminal cases 
against those with responsibility for 
the failures. It is headed by a politi- 
cal appointee named by the presi- 
dent and c o nfirm ed by the Senate. 
Because the new administration has 
not nominated a new head of the 
RTC. Altman has been serving in 
that post, and Treasury's top politi- 
cal team— Steiner, Devore and Han- 
son — were involved in helping in 

those duties. 

Officials yesterday confirmed an 
additional contact with the White 
House involving the RTC but dismiss- 
ed it as inconsequential. Hillary Clin- 
ton's press secretary, Lisa Caputo. 
said yesterday that in late October or 
November she had received a call 
from “a RTC guy" whose name and 
job she does not recall who informed 
her of press inquiries there involving 
Whitewater and Madison. 

The call amounts to the first di- 
rect contact between the White 
House and RTC employees on the 
controversy, but Caputo said she had 
not solicited any RTC information or 
called anyone there and was simply 
“returning a phone call made to me." 
She said she did not take action or 
brief anyone because of the call. 

Clinton and his wife were joint 
owners of the Whitewater real es- 
tate venture with James McDougal. 
the owner of Madison, and McDou- 
gal’s wife, Susan. Hillary Clinton 
represented Madison before state 
regulators in the mid-1980s before 
Madison's failure, estimated to have 
cost taxpayers more than $60 mil- 
lion. The special counsel is investi- 
gating whether Madison funds were 
diverted to Whitewater and other 
McDougal corporations. 
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Hubbell 

Confirms 

Questioning 

By Michael isikoff 
and Ruth Marcus 

| Associate Attorney Gener- 
| al Webster L. Hubbell ac- 

knowledged yesterday that 
his former partners at the 
Rose Law Firm in Little 
Rock. Ark., recently ques- 
tioned him about billings to 
clients and expenses charged 
to the firm, but denied he 
had done anything i mproper. 

“1 am not aware of any in- 
vestigation* [by the Rose 
firm |, and I have never over- 
billed a client.- said Hubbell. 
a former partner m the firm 
that also included Hillary 
Rodham Clinton and former 
deputy White House counsel 
Vincent Foster Jr. When 
questioned last week by the 
firm about his bitting prac- 
tices, 1 r es po n ded prompt- 
ly,- be said. 


Hubbell also acknowledged 
he had earlier been asked for 
"backup documentation” on 
expenses charged to the firm 
and that he was “in the pro- 
cess of helping the firm lo- 
cate such documentation.” 
His statement did not say 
when he began pr e p ar i n g the 
documents. 

The terse, five-paragraph 
statement was released by 
the Justice Department late 
yesterday in response to a 
Washington Post story that 
reported the Rose firm has 
been conducting an internal 
investigation into HubbelTs 
billing practices. The firm al- 
so was considering reporting 
the matter to the Arkansas 
Bar and the Resolution Trust 
Corp., one of HubbelTs for- 
mer clients that may have 
Sit HUBBELL* ** 


Foster Suicide Ruling Is Reopened 

Prosecutor Cites Questions on U.S. Park Police Investigation 


Associated Press 

The special prosecutor m the 
Whitewater case has decided to re- 
examine the conclusion that White 
House deputy counsel Vincent Fos- 
ter committed suicide. 

In court filings this week in New 
York, special counsel Robert B. 
Fiske Jr. revealed that “forensic ex- 
perts and pathologists will be re- 
tamed” as part of his Foster inquiry. 
They will make an independent anal- 
ysis of the evidence that led U.S. 
Park Police to conclude Foster shot 
himself in a suburban park last July 
20. a government official familiar 
with the probe said yesterday. 

Fiske made the decision to reopen 
the issue because “questions have 


been raised in the press and else- 
where about whether it was a sui- 
cide.” the official said, speaking on 
condition of anonymity. 

Previously. Fiske had only said 
that “all the events" related to Fos- 
ter’s death would be reviewed. 

News media reports have ques- 
tioned some of the Park Police pro- 
cedures and quoted paramedics who 
found the body as expressing some 
doubt about the suicide ruling. But 
there has been no change in the 
Park Police conclusion, which was 
supported by the FBI. Fiske's letter 
was filed Monday in U.S. District 
Court, where the Wall Street Journal 
is suing to force the Justice Depart- 
ment to release the Park Police re- 


port on Foster's death and an FBI 
report on the handling of a morosely 
worded note found later m his brief- 
case. 

Fiske made dear that he would 
object to any release of either report 
while he is still investigating Fos- 
ter’s death. 

Fiske has opened a Washington 
office, headed by Roderick C. Lank- 
ier, an experienced New York homi- 
cide prosecutor, to look into Foster’s 
case. Fiske told the court Lankier is 
being assisted by two lawyers in 
Fiske’s Little Rock. Ark., office and 
"a number of experienced FBI 
agents from the Washington area.” 

Witnesses already are being inter- 
viewed. Fiske wrote. 
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Resolution Trust 
Wins Rent-Control 
Case in New York 


By Margaret A. Jacobs 

Staff Reporter of Tire Wau. Strkkt Journal 

NEW YORK - The Resolution Trust 
Cocp. is one landlord that needn't worry 
about rent control. 

The federal appeals court in New York 
ruled that the RTC doesn't have to obey 
local rent-control regulations for proper 
ties it intends to sell in its role as conserva- 
tor or receiver for insolvent savings-and- 
loans. 

In keeping with a number of decisions 
that have affirmed the broad powers of the 
[ thrift-bailout agency, the appeals court 
said Congress specifically authorised the 
! RTC to recover the maximum it can in 
selling the assets of failed thrifts. 

The rent-control case involves nine 
rental apartments in a Manhattan condo- 
minium building on East 57th Street that 
had been owned by a failed savings-and- 
loan. The nine renters challenge! the 
RTCS attempt to terminate their tenan- 
cies and force them to purchase the units 
or move. A lower court ruled that the RTC 
must comply with New York City's rent- 
control regulations, which entitled the ten- 
ants to remain. 

But a three-judge panel of the Second 
U.S. Circuit Court of Appeals reversed the 
trial judge, finding that the rent-control 
regulations were pre-empted by the legis- 
lation creating the RTC. 

RTC spokeswoman Anne Freeman said 
the rent-control issue is significant for the 
agency and also has arisen in Boston. 
Newport Beach. Calif., and Connecticut In 
New York City, the agency has as many as 
1.200 apartments to sell, but not all would 
be subject to rent regulations. It is review- 
ing its options regarding what steps to take 
next regarding the tenants who filed the 
suit 

“We aren't here to destroy rent con- 
trol." said Ms. Freeman. "We just want 
to get the best price for the taxpayer." The 
RTC said that complying with the rent-con- 
trol rules was costing it $19,000 a month 
on the nine apartments. 

Don Buchwatd. an attorney for one of 
the tenants, said he hadn’t yet seen the 
decision, but described its result as a 
“windfall" for the RTC that wasn't in- 
tended by Congress. "The RTC shouldn't 
be able to overcome state iaw any more 
than they can overcome local zoning 
regulations. ' he said. A further appeal is 
nonible. he added. 

The New York state attorney general s 
office joined the appeal in support of the 
tenants. 

(Resolution Trust Corp. vs. Diamond et 
til.. Second U.S. Circuit Court of Appeals. 
\'ew York. 
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Hubbell, Responding to Article, Denies 
Overbilling Clients at Former Law Firm 


By Jeffrey h. Birnbai m 
And Joe Davidson 

Staff Reporters or Tnr Wau Smm J.ubnai. 

WASHINGTON - Associate Attorney 
General Webster Hubbell denied reports 
that he overbilled clients, including a 
federal agency, as a private lawyer in 
Little Rock. Ark. 

Responding to a published report that 
his former partners in the Rose Law Firm 
were investigating his billing practices. 
Mr. Hubbell said in a statement. "I am not 
aware of any investigation.' and I have 
never overbilled a client'’ I 

Mr. Hubbell said the law firm did ask 
last week "about billings on cases I worked i 
on.” He said one of these cases involved i 
the Resolution Trust Corp.. the federal i 
savings-and-loan bailout agency. "I re- 
sponded promptly." Mr. Hubbell said. "I 
did not overblU the RTC or any other 
clients." 

He added that it isn't unusual for a firm 
to question a former partner about such 
billing issues once the partner leaves the 
firm. The firm wanted "backup documen- 
tation on certain expenses paid for by the 
firm," the Hubbell statement said. "I am 
in the process of helping the firm locate 
such documentation. " 

The report on Mr. Hubbell was pub- 
lished Wednesday in the Washington Post. 
The White House has been besieged with 
questions about activities of high officials, 
particularly Mr. Hubbell and Hillary Rod- 
ham Clinton, who formerly were partners 
at the Rose firm. The firm also has re- 
ceived attention because it represented 
Madison Guaranty Savings & Loan, a 
failed thrift once owned by James McDou- 
gal. a partner with the Clintons in Whi- 
tewater Development Co. Whitewater, a 
real estate venture in northern Arkansas, 
is now the subject of a wide-ranging crimi- 
nal and civil investigation. I 

After receiving inquiries from the Post, j 
White House Chief of Staff Thomas 1 
McLarty telephoned Mr. Hubbell late I 
Tuesday afternoon to ask about the allege- I 
lions concerning his billings and expenses. I 
Mr. Hubbell vigorously denied doing any- | 
thing wrong, according to White House i 
Press Secretary Dee Dee Myers. Mr. I 
McLarty passed word of Mr. HubbeU's 
denials to the president. s 

That telephone conversation satisfied I 
Mr. Clinton, the White House said. "The t 
president has full confidence in him." Ms. i 
Myers said. "He stands by Webb. He be- 
lieves him. He believes his denial." Ms. 
Myers also said neither William Kennedy, 
a White House lawyer who was the manag- ; 
ing partner of the firm, nor Mrs. Clinton 
was aware of any inquiry by the firm into 
billings or of any problem that Mr. Hubbell 
might have had there. 

The White House said it didn't call the 
Rose firm, the RTC or the Federal Deposit 
Insurance Corp. on the matter. Mr. Hub- 
bell supervised work the firm did for both 
agencies. Ms. Myers said the White House j 
considers the issue an interna! matter for ] 
the law firm. 

An assistant to Ronald M. Clark, the 
managing partner of the Rose Law Firm, 
said the firm would have no comment on 
the Post article. 


According to the Post, senior partners 
of the Rose Law Firm are considering 
whether ttey should <1 ^J’SJTSSi 
which began in the summerofl992. to the 
Arkansas Bar Association. 
quoted one person who alleged that Mr. 
Hubbell charged clients at his own part* 
nei^srate for work done by salaried assod- 
Stes Another person is quoted as saying 
that Mr Hubbell might have paid for 
SionS trtp!uaedit*«nl bills andother 
{ tans whh money from an account used for 

^t SHSe firm.Mr. 
usual litigation work.” said Joseph Giitjr. 
managing partner of the firm froml975 
until 1987. Any overbilllng on U ..j 

Webb wouldn't have done thaL 

Firm rates, he said, range from S75 an hour 
for young associates to S250 for senior 
partners. 

It is unclear which Rose clients might 
have been overbilled by Mr. Hubbell or the 
Rose firm. In his statement. Mr. Hubbell 
said the questions about his billings in- 
cluded a case in which he represented 

**** Rose* represented the RTC on several 
matters, including a case that had been 
initiated by the FDIC against Madison 
Guaranty's accountants. Frost ft Go. Mr. 
H-ibbeil was the lead attorney. The agency 
sought $10 million in actual damages and 
S10 million in punitive damages. Rose 
settled the case for Si million and billed 
the government $400,000. 

RTC officials said they weren't aware 
that the Rose Law Firm was investigating 
any overbilllng on the case. FDIC officials 
also said they have beard no suggestions 
that Mr. Hubbell or the Rose firm over- 
charged their agency. 

John DlPlppa. an expert on legal ethics 
at the University of Arkansas Law School 
at Little Rock, said the Rose firm has a 
duty to report any serious violations of 
ethical rules to the Arkansas Bar Associa- 
tion. He defined “serious violation" as 
"casting doubt on the lawyer's fitness to 
practice." , 

"It depends on the nature of overtoil- 
ing. the circumstances, the amount, the 
frequency." he said. "At some point, you 
pass the line from minor offense to serious 
offense. When you cross that line, lawyers 
have an obligation to report it " 

Questions about Mr. HubbeU's integrity 
as a lawyer left the White House rattled. i 
Among White House insiders. Mr. Hubbell I 
is held In the highest regard, respected for i 
his honesty. Mr. McLarty was said to be I 
devastated Tuesday by the harsh spotlight | 

on lus old friend. Many of the president s . 

Ptease Tun to Foot 8 •' 
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Asides 


Continued From Page 7 
top aides met both formally and informally 
yesterday to discuss what to do. A problem 
for Mr. Hubbell. they knew, would be i 
trouble for Bill Clinton. 

Mr. Hubbell. a confidant of the presi- ; 
dent, has not advised him on Whitewater. 

In an interview earlier this week. Mr. 
Hubbell said he has had "no substantive 
discussions" with anyone in the White 
House about the Whitewater affair. He 
noted, however, that his written recusal on 
the Whitewater matter relates only to the 
Justice Department. "I'm not involved 
with anybody in Justice about it." he 
said. 

Mr. Hubbell joined the department as a 
White House liaison without portfolio at 
the very beginning the administration, 
well before Attorney General Janet Reno 
was confirmed. As the associate attorney 
general, he oversees the civil side of the 
department. 

-Bruce Mgersoil contributed to this 
article . 


Who Is Webster Hubbell ?- VI 

The War of the Roses seems to 
•,ave erupted in Arkansas, with the 
Washington Post reporting that the 
Rose Law Firm is investigating 
billing irregularities by former part- 
ner Webster Hubbell. now associate 
attorney general and (well, you 
know the rest). The Justice Depart- 
ment yesterday issued Mr. Hubbell's 
statement declaring, "I did not over- 
bid the RTC or other clients,” and 
assuring curiosity-seekers that the 
inquiry is "in no way out of the or- 
dinary." 

Over at the White House. Press 
Secretary Dee Dee Myers described 
President Clinton's reaction: "He 


stands by Webb." She said Chief of 
Staff Mack McLartv had questioned 
Hubbell about the report and "re- 
t eived assurances tram Webb that it 
wasn't true and the President is satis- 
fied by that." 


Senate Banking Panel Backs Fed Stand 
On Treasury Plan for Regulating Banks 

By Kenneth H. Baton i would fold the Comptroller of the Cur- 

van Hefner oi thk w*ii . m-mkkt j..< i rency. the regulatory functions of the 

WASHINGTON - The chairman of the l Federal Deposit Insurance Corp. and the 
Senate Banking Committee asked the Office of Thrift Supervision into a new 
Treasury and the Federal Reserve Board Federal Banking Commission, which 
to resolve their differences over a plan to ! would regulate about 4,000 nationally char- 
streamline bank regulation after commit- I tered banks and thrifts. The Fed would 
tee members strongly endorsed the Fed. regulate about 7.600 state-chartered 
A Treasury proposal to consolidate the i banks, a major expansion from the 970 
regulatory functions of four bank supervi- | state banks it currently regulates. 

'ory agencies into a new Federal Banking | The goal is to eliminate duplicative 
Commission would remove the Fed from ; regulation. Today, most banking organiza- 
hands-on bank regulation. Alan Green- j tions are examined by at least two federal 
span. Fed chairman, told the committee i regulators. Under the Treasury's plan 
that the Treasury plan would complicate i every banking organization would be su* 
the execution of monetary policy, weaken i pemsed and examined by the Federal 
'he central bank s ability to respond to i Banking Commission, which also would 
financial crises and increase the chances ■ issue banking regulations. Under the Fed s 
•if unnecessarily rigid bank regulation. plan, banks would be regulated by either 
Democrats and Republicans lined up ; 'be Fed or the new agency, 
behind Mr. Greenspan, making it clear | Currently, the Fed supervises all bank- 
that the Treasury plan doesn t have the bolding companies. The Fed proposed one 
votes to pass without substantial change. | " f two P ,ans for dealing with those: either 
There's a lot of support in the House and l " ne wou * d Pve the Fed considerable regu* 
the Senate for retaining the independence i la,or y control over the nation s largest 
of the Federal Reserve Board." Sen. Rich- ■ banking companies, such as Citicorp and 
ard Shelby (D.. Ala.) said. BankAmerica Corp.. even though their 

Donald Riegie tD.. Mich.), the Senate lead banks are nationally chartered, 
banking panel's chairman, and a strong - 
supporter of the Treasury proposal, asked 
Mr. Greenspan to attempt to work out his i 
differences with Treasury Secretary Lloyd i 
Bentsen during the next two weeks. The i 
(wo tailed to reach an accord last fall, i 
Since the Treasury announced its plan, the i 
banking industry has strongly supported i 
'he Fed s contention that the central bank i 
must continue to play a significant role in j 
bank regulation. ! 

After two days of hearings before (he i 
Senate panel. Mr. Greenspan would enter i 
i second round of negotiations with the i 
Treasury having a strong political hand. 

Mr. Greenspan went over for the com- i 
inittee the Fed’s own. less-sweeping pro- 
imsal fop regulatory consolidation. The Fed 
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Clinton ‘stands by’ 
friend under probe 



HUBBELL: Ques- 
tioned by taw firm 


By Bill Nichols 
USA TODAY 

LITTLE ROCK — The White House said Wednesday that 
President Clinton stands by his longtime friend. Associate 
Attorney General Webster Hubbell. reportedly under inves- 
tigation by his former law trm here. 

The Washington Post reports the 174-year-old Rose Law 
Finn has been investipting poPWe overbilitng and ex- 
pense account Irregularities by 
HubbeU since the summer of 1992. 

Hubbell, in a statement, said he 
was questioned by his former Inn 
last week about past billings but 
strongly denied any wrongdoing. 

One of the cases. HubbeU said, 
involved the federal Resolution 
Trust Corp, which oversees the 
cleanup of failed savings and loans. 

"1 did not overbUI the RTC or 
any other clients," HubbeU said. 

He said the Rose firm inquiry was 
‘In no way out of the ordinary'* and 
be was in .the process of helping 
the Inn locate documentation to 
bark up his biilinp. 

Clinton “stands by Webb. He believes in him. He believes 
in his denial." said White House press secretary Dee Dee 
Myers. Myers said no one at the White House is pursuing 
the matter "It's an internal Rose matter.'' 

A spokeswoman for the Rose firm, once the professional 
home of firs lady Hillary Rodham Clinton and the late 
White House aide Vincent Foster, declined comment. 

If the chronology of the Post story is accurate, it raises 
questions about why Hillary Clinton or deputy White House 
counsel William Kennedy — ooce the Jem's managing 
partner — did not mention the internal probe when Hub- 
beU's nomination was being reviewed. Myers said neither 
were aware of the reported Investigation until Tuesday. 

HubbeU. because of his close relationship to the Clintons, 
has been a lightning rod for critics, as has the hist oric Ros e 
Bnn. which has now been subpoenaed by special prosecu- 
tor Robert Flske in his investigation into the Clintons' roie in 
the failed Madison Guaranty Savings k Loan. Flake's office, 
which also will look into the relationships of Rose lawyers. 
Including Hubbell. with the RTC declined comment. 

Meanwhile. Flske has asked that three government re- 
ports on Fosters death be kept secret until he has complet- 
ed his own investigation, officials said. Flske. in a letter 
made public by n:s office here, promised that his own inves- 
uption into ihe events surrounding Foster’s death, consid- 
ered a suicide, vi u be thorough and complete. 
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Altman 
gets close 
to the heat 


By Frank J. Murray 


An intermittent' 28-year 
friendship with President Clin- 
ton brought Deputy Treasury 
Secretary Roger Altman into 
the sub-Cabinet and now has put 
the multimillionaire investment 
banker on the firing line in the 
White water- Madison case. 

The men met at Georgetown 
University when both were 
school politicos, pursued the re- 
lationship from a distance for 
more than two decades, re- 
connected in 1989 when Hillary 
Rodham Clinton and Mr Altman 
were on the board of the Chil- 
dren’s Television Workshop, and 
joined forces in earnest in 1991 
when Mr. Altman became a 
Clinton campaign adviser, fund- 
raiser and contributor 

Mr Clinton accepted an invi- 
tation to go fishing at Mr. 
Altman s Wyoming ranch after 
becoming the Democratic pres- 


The Washington Times 
March 3, 1994 



FOB from OU: Roger Altman, a 
deputy at Treasury, has been 
dubbed a 'secretary in training: 


idential nominee, and again in 
the first summer of his presi- 
dency, but found other fish to fry 
both times and didn’t show up. 

Mr Altman, whom the Boston 
Globe has called “secretary in 
training,” ran the 1993 White 
House budget-bUl war room, 
ar ming its staff with morning 
bagels and coffee. JHe now is a 
key policy member of the health 
care team as well as a favorite of 
Mrs. Clinton s, according to many 
who know them. 

•In many ways, he has the stat- 
ure of a Cabinet member He’s 
very well trusted by the president 
and Mrs. Clinton.” White House 
economic adviser Gene Sperling 
told the National Journal. 

At a banking hearing Tuesday. 
Sen. Christopher S. Bond, Mis- 
souri Republican, raised questions 
about Mr Altman's motives in 
briefing White House officials last 
week on the Madison- White water 
affair. Mr. Altman is acting direc- 
tor of the Resolution Thist Corp.. 
the agency investigating SAL fail- 
ures. until March 31. 

• The signal it raises with me is 
that it may be more important to 
uphold the bonds of friendship 
than to pursue the law.” Mr. Bond 

TWo of the three White House 
officials at that briefing were 
among the group that removed 
case files from Deputy Counsel 
Vincent Foster s office the night of 
his suicide 

•Thai means the acting head not 
only calls to ask if he can come to 
bnef the White House staff on the 


Madison case, but then goes to see 
the very people who tned to con- 
ceal potential evidence trom the 
investigators.' \lr. Bond said. 

Mr. Bond also questioned Mr. 
.Vltman's role in administration 
legislative proposals that would 
remove oversight over Arkansas 
largest bank holding corporation, 
the Worthen Banking Corp.. which 
the senator said helped the Clinton 
campaign with a S3.S million infu- 
sion at a time of dire cash 


shortages. . . 

-At a time when a special pros- 
ecutor is investigating the ties be- 
tween politics and banking in Ar- 
kansas. I’m concerned about an 

7 . ^.1 in. 


nistration proposal * *o in- 
crease the politicization of federal 
regulation, especially when its 
friends in Arkansas stand to bene- 
fit." Mr. Bond said. 

Me Bradbury said his bank took 
no and contacted no federal 
official about the provision, which 
he said would affect all similar 
compani es. He said the American 
Bankers Association board of di- 
rectors. of which he is a member, 
unanimously voted to oppose the 
administration position and mam- 

tain Federal Reserve oversight 

He said the Clinton campaign s 
line of credit with Worthen was 
fully secured, was legal under fed- 
eral '-amp ai g n laws and was in 
force for five months. He said it 
waa not “a bailout " at some emer- 
gency point as Mr. Bond charged. 

Asked why Mr. Bond focused on 
Wbrthen if all bank holding com- 
panies would be affected, aide Da- 

vidAyres said. “He’s just raising 
the question given the lies be- 
tween the Wbrthen Banking Cor- 
poration and the Clinton admtnis- 


The Washington Times reported 

Jan. 4 that Mr. Altman opposed a 
bill to extend the statute of limita- 
tions and allow the Resolution 
Thist Corp. to file civil lawsuits to 
recover money lost by faded sav- 
ings and loans. including the Madi- 
son Guaranty Savings and Loan of 
Little Rock. Ark. 

Mr. Altman did not respond to 
■•■ii« yesterday, but a spokesman 
said he has always required the 
RTC to handle the Madison case as 
it would any other. 

Mr. Altman has told journalists 
that his network of contacts in the 
White House is ’certainly a plus” 

because he can be Secretary Lloyd 

Bentsens eyes and ears in the 


rC3IQCmuu uwwiw 

Mr. Altman was a government 
tudent in Georgetown's class oi 
969, one year behind Mr. Clinton, 
rho was in the School of Foreign 
entice. Just as Mr Clinton lost his 
pid to be 1967-68 Student Council 
iresident. Mr. Altman lost the fol- 
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Hubbell ‘denies’ Rose firm probe 


White House 
surprised by 
billing questions 


By Michael Hedges 
and Paul Bedard 

WMIWNOTOW TWCS 

Associate Attorney General 
Webster L. Hubbell. a former law 
partner of Hillary Rodham Clin- 
ton's in Little Rock, yesterday do- 
med a report he is being investi- 
gated for overbilling clients. 

“I am not aware of any inves- 
tigation. and I have never over- 
billed a client" said Mr. Hubbell. 
former managing partner of the 
Rose Law Firm, which has been 
entangled in the Whitewater- 
Madison affair. 

"The facts are that my former 
law firm had some questions about 
billings on cases 1 worked on 
which they put to me last week,” he 
said, responding to a report in The 
Washington Post yesterday that 
Me Hubbell is being investigated 
by his former firm for overbilling 
clients, including the Resolution 
Thist Corp., which oversees sav- 
ings and loan bailouts. He said the 
questions were "in no way out of 
the ordinary." 

The Hubbell statement followed 
a frantic effort by the White House 


to explain that President Clinton 
and his aides had no knowledge of 
the internal Rose probe. 

White House spokeswoman Dee 
Dee Myers repeatedly told report- 
ers during a briefing that Mr. Hub- 
bell, a close friend of the Clintons', 
would have a statement. But more 
than two hours later the Justice 
Department said it had no knowl- 
edge that a statement would be is- 
sued. 

A five-paragraph statement was 
issued late in the afternoon. 

Miss Myers broke with the prac- 
tice of refusing to talk about 
probes of officials and explained 
in detail what the White House 
knew of the investigation. 

When the first question was 
raised at yesterday's White House 
briefing. Miss Myers gave a de- 
tailed history of the administra- 
tion’s research of Mr. Hubbell ’s 
past and the actions White House 
officials took to check the accusa- 
tions against him. 

Mias Myers said that after The 
Post called to get a White House 
comment on -its report. Chief of 
Staff Thomas F "Mack” McLarty. 
another of Mr. Clinton's Arkansas 
associates, was informed and 
called Mr Hubbell. 

"I think it's appropriate that he 
be the one to make the inquiry. He 
did. He spoke to Webb about it. and 
again Webb told (him) . • that it 
just didn’t happen, it wasn t true." 
Miss Myers said. 

"What Mack was looking for 
was an assurance that the charges 
were not true.’ she said. "Webb 
gave turn that." 

Mr. Clinton stands stands by 
Webb. He believes him. He be- 
lieves his denial." Miss Myers said. 

Mr. Hubbell. who was a leading 
figure in Arkansas legal circles 
with Mrs. Clinton and another 
Rose partner, former White House 
Deputy Counsel Vincent W. Foster 
Jr., has been linked to the burgeon- 
ing Whitewater- Madison case. 

A recent subpoena by special 
counsel Robert li Fiske Jr. sought 
material on Mr. HubbeU's father- 
in-law. Seth Ward, who borrowed 
heavily from Madison Guaranty 
Savings and Loan Association and 
was an officer of a Madison sub- 
sidiary. Madison Financial Corp. 

Madison Guaranty, owned by 
James B. McDougai was seized 
by federal regulators at a cost of 
$50 million. Mr. McDougal and his 
wife. Susan, were partners with 


the Clintons in Arkansas White- 
water Development Corp. 

In 1989. Mr. Hubbell handled a 
court case for the Federal Deposit 
Insurance Corp. against Madisons 
auditors. Frost and Co., in which 
the government settled for much 
less than it sought and less than 
the firm was insured for. In 1985. 
Mrs. Clinton and Rose had rep- 
resented Madison in efforts tc 
block its closure by Arkansas reg- 
ulators who were under the dom- 
inion of Gov. Bill Clinton. 

Rep. Jim Leach, Iowa Republi- 
can. yesterday called on the Fed- 
eral Deposit Insurance Corp. to in- 
vestigate charges of conflict of 
interest by Mr. Hubbell for rep- 
resenting the government in the 
Frost suit. Mr. Leach, the ranking 
Republican on the House Banking 
Committee, is conducting a GOP 
investigation of the Whitewater 
Madison affair 

Yesterday’s reports said Rose 
lawyers are investigating whether 
Mr. Hubbell wrote checks on a cli- 
ent account to pay for personal 
trips and credit-card bills, and 
whether he credited to himself 
hours worked by salaried associ- 
ates. 

“The firm had asked me earlier 
for backup documentation on cer- 
tain expenses paid for by the firm. 

I am m the process of helping the 
firm locate such documentation.’’ 
Mr. HubbeU’s statement said. 

White House officials said the 
internal Rose investigation appar- 
ently never came up during the 
extensive FBI background check 
of Mr. HubbeU or his vetting by 
White House Counsel Bernard W. 
Nussbaum. Mr. Nussbaum’s asso- 
ciate counsel. WiUiam H. Kennedy 
III, a former managing partner of 
the Rose firm, was not involved in 

the review. Miss Myers said. 

Me Nussbaum led a search of 
Me Poster’s office that removed 
Whitewater docu ments - 

Miss Myers offered differing 
stories on the White House ac- 
knowledgment of the Rose review. 

First she said: “What we know 
about it is what was in The Post 
this morning: investigation. That’s 
something that you would have to 
talk to the Rose firm” about. 

But at the end of the briefing, 
she said: “It is something that is 
h»in g handled by the Rose firm. 
... They're reviewing this inter- 
naUy.“ 
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Mr. Hubbell, the him and Footnote 3 

lor of the failed Madison Guaranty Savinas and 
Loan — about the time the FDIC. at a Senate bank- 
ing comnunee hearing, was agreeing to look farther 
into the matter At the tune of the Rose representa- 
tion. Mr. Hubbell* father-in-law had won a >470.000 
judgment against Madison that the U.S. government 
was appealing. (In addition. Hillary Rodham Clin- 
ton had previously r ep resen ted Madison in a failed 
stock offering.; 

Fbotnote 3 of the FDIC report makes very interest- 
ing readingm this context “The (FDIClstaif attorneys 
(19891 letter also noted that the primary attorney in 
the case was Richard Donovan, not Mr. HubbelL and 
stated that Mr. Hubbell was involved only in an indi- 
rect way. Based on discussions with the staff attorney, 
this was meant to indicate that Mr. Donovan, as the 
junior partner on the case, would do most of the day- 
to-day work. Based on the fee bills for the case. Mr. 
Hubbell performed a significant amount of work." 

Now the Rose Law Firm is subject to posable 
sanctions if the FDIC reverses itself and decides that 
Mr. Hubbell* various entanglements constitute a 
conflict of interest If he wasn’t really much involved 
in the Madison-related litigation, that diminishes the 
likelihood of a finding of conflict This has perhaps 
occurred to people cunently working at the firm and 
warned about its survival — thus perhaps their inter- 
est last week in whether Mr. Hubbell was billing for 
work done by others (Mr. Donovan, maybe?). 

This puts Mr. Hubbell in an int erest in g position. If 
he did do the work he billed for, the conflict of interest 
looms large. If he didn't the bogus billing looms large. 

That* an odd position for the nation* No. 3 law 
en for cement official particularly in light of the fact 
that the nation hasn’t got a No. 2 and that the “man- 
agement style" of No. 1 is such that Mr. Hubbell is 
often des c ribed as the Justice Department* chief 
operating officer. We don’t need this. 

■ And. by the way, all these months into the White- 
water aflttr. it was a great joy to see The Post pub- 
lish something to advance the story. 


WTC — FOB 

Writing on the op-ed page of 
the WU1 Street Journal Sen. Al 
fonse M. D'Amato was again crit- 
ical of the briefing Deputy Trea- 
sury Secretary Roger Altman 
gave White House officials on the 
relationship between the Res- 
olution Thist Corp. which Mr. Alt- 
man heads, and the Whitewater 
probe. 

The New Ybrk Republican 
cited a letter he received from 
John Ryan, the RTCs deputy 
CEO, saying “it is standard oper- 
ating procedure not to discuss 
any matter relating to the review 
of potential civil claims of any in- 
stitution’' and that it was “inap- 


- /}- 


propna te" to provide any “specif- 
ics” or any “information relating 
to the status of our review” 

Me D’Amato. no Friend of Bill 
concluded. “Apparently, different 
standards may apply to discus- 
sions with the White House.” 
Meanwhile. Rep. Jim Leach. 
Iowa Republican, called on Me 
Altman to resign as acting head 
of the RTC: “The meeting at the 
White House was one of the most 
egregious acts that I've seen in 
my tune ui Washington. 

“It was not only improper to 
suggest a meeting, it was im- 
proper to accept it. Both sets of 
miiw— >■ ought to be ethically 


Associate Attorney General and presidential golf- 
ZA ing buddy Webster Hubbell has some 
/ 1 explaining to do. and he is not the only one. 
The Washington Post reported yesterday that the 
Rose Law Firm, of which he is a former partner, has 
been investigating since summer 1992 irregularities 
in his billing and expense reports. Among several 
examples. The Post describes an instance in which 
Mr. Hubbell agreed to represent his in-laws on a con- 
tingency-fee basis, then lost and ended up sticking 
the firm with a $500,000 tab. including payments to 
expert witnesses. And the firm is reportedly looking 
into whether he “credited to himself hours of legal 
work performed by salaried associates.” 

In response to The Post Mr. Hubbell issued a 
statement yesterday that he has not been under 
investigation since 1992 and that he has not engaged 
moverbilling. But that was the first paragraph. In the 
second, be admitted that the firm had questioned him 
last week about his billings to the Resolution Thist 
Corporation, which took over for the federal Deposit 
Insurance Corporation in settling the affairs of failed 
savings and loans in 1989. 

The possibilities here are several, and they most- 
ly all stink: 

■ IfMr. Hubbell has been under investigation since 
summer 1992. as The Post attributes to “sources 
close to the firm." that is curious indeed. Summer 
1992? During the presidential campaign, in short 
Now wasn't the managing partner of the Rose Law 
Finn at that fane William Kennedy III. who went on 
to the White House counsel* bffice? Wouldn’t the 
manning partner know about such an investigation? 
And if Mr. Kennedy did know, didn't he think it might 
be a good idea to get all the questions about fraudu- 
lent billing answered sometime before appointing the 
person under investigation to the No. 3 law enforce- 
ment job in the United States? 

■Oh. last week, you say, Mr. Hubbell? That would 
be shortly after the release of the FDIC report exon- 
erating the Rose firm of conflict otmterestm its rep- 
re aenta hon of the federal government as co ns er v e- 
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Essay 

.VILLI AM SAFIRE 

Whitewater Cover-Up 


In the hisiorv 01 modern political 
scandal, the cover-up is always worse 
ihan the crime. 

That's the way it was in the Nixon 
White House about a stupid break-in 
at Watergate. That’s how it is with 
Bush Justice's non-prosecution of 
Iraqgatc. which Reno Justice should 
be ready to turn over for prosecution 
as soon as House and Senate confer- 
ees ad i us t ihe recentlv passed Inde- 
pendent Counsel Act. And that's how 
it will be when the Whiiewatergate 
Federal-level cover-up of state-level 
wrongdoing is exposed in the years to 
come. 

Take the most recent abuses of 
Federal power to smother an inquiry 

1. The F.D.J.C. Fix. Press reports 
forced the Federal Deposit Insurance 
Corporation to report on whether the 
Rose Law Firm ifiillarv Clinton. 
Webster Hubbeil. Vincent Foster * 
Co.) had disclosed its previous repre- 
sentation of the Madison S.&L. in us 
pitch to the F D.I.C for bailout busi- 
ness. Vince Foster s lengthy pitch let- 
ter. quoted in this space, evaded the 
legal requirement 10 disclose. 

F.D.I C. whitcwasncrs noted that 
Mr. Hubbcll. now do facto Attorney 
General. claimed to have v--rv gen- 
erally." and never in wrninii. advised 
an F.DI.C. ailorncv «t "a ^mall 
amount of work. " That Government 
attorney directly disputed Hubbcll* 
story; so did his supervisor liven the 
Rose partner working on ihe account 
differs trom the Hubbcll version. Yet 
ihe Clinton F D.I.C. chose to believe 
ihe profoundly conflicted Hubbcll. 

2. The Resolution I ru.M- 1 misurv- 
White House .overiu* Thougn 
'Keating Five" chairman Don Kieclc 
blocks a needed Senate Banking in- 
quiry. Senator Al D'Aniato used a 
routine R f C. hearing tn extract em- 
barrassing news from Roger A liman, 
.iciing ihief ol ihe .igencv -a .iiing 
with ladl'd SAL. s 

Mr. Allman, apparently readv r io 
. tit comers in gn i Nivd Beiilsen s 
l reasurv job. worn t<> the White 
Mouse to give advance inlormatnin on 
:hc R I C s plans in whiicwaicrgale 
in the counsel. Bernard Nussbaum. 
Hillary s staff chict. Margaret Wil- 
liams. and Harold lekes Jr (whose 
Father resigned with the lainous blast 
it Truman: "I am against govern- 
ment by rronv' l 

rhe apple-pohshmu ..nenev head 
was ordered to tmd out Irom R.T.C. 
« ounsel if his agenrv nad to provide 
ihcsame inside Mulf on procedures to 
others. Dutifully. AH man went back 
md did. and the inning *--jge he nau 


^iven the White House team was evi- 
dent in the slv answer: "in due 
course. ’ Pity those dopey ouisioe 
parties at interest. 

Having been forced by Senator 
D’Amatos questioning to spill the 
beans on currying White House favor. 
Altman belatedly recused himself 
from the case, pleading only "bad 
judgment." To this moment, nobody 
from the non-independent counsel’s 
force has asked anv of the meeting’s 
participants what was said, or 
warned anybody not to destroy notes 
always taken at such meetings. 

3. The Stonewalling Speaker. On a 
matter that cnes out for Congression- 
al oversight, why have there been no 
hearings in the House? 

Because at a secret 8 A.M. meeting 
i apologies io Evans A Novak) of 
Democratic satraps and staff mem- 
bers on Feb. 2 in Speaker Tom Fo- 
ie v’s offices. George "The Enforcer" 
Kundants laid down the law: no 


Always worse 
than the crime. 


Whitewater hearings anywhere un- 
der any circumstances. Erstwhile 
.mu-corruption ngers like Henry 
Gonzalez. John Dingell and Jack 
Brooks have since craveniy obeyed 
partv orders. 

But that put the Small Business 
Committee chairman. John La Fa Ice. 
a New York Democrat, in a bind; he 
had already requested papers from 
the Small Business Administration, 
■vnich rcadilv unloaded a newsworthv 
pile about ihe McDougals’ loans un- 
known to the non-independent coun- 
,«M. Mr. La Falce had sent the hot 
documents to ihe General Accounting 
i »fficc lor analysis and is now franti- 
. .i iiv trying tu get that agency of 
i -ingress not to give him a report. 

\s cover-ups go. A hitewaicrgate 
ntes a B — less clumsy than Water- 
gate but not as effective as Iraqgate. 
for which James Baker and William 
Barr deserve an A for befogging Jan- 
et's junior Javert at Justice. John 
Hogan. 

Mr. Clinton’s major contribution to 
i he art of containing scandal is ihe 
negotiated subpoena, whereby dam- 
aging data is directed under a single 
mg. Smart maneuver: might lake the 
l -emocrats past the '94 elections. 
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Justice Official Is Questioned 
About Billings at Rose Firm 

Bv DOUGLAS JEHL 

iprcMlio f hr New York lime* 

WASHINGTON. March 2 - Webster ner - a '? d j* was among: ieveral part- 
L. Hubbell. (he Associate Attorney • wbo ,cft the f,r . m a ' ter Clinton 
General, acknowledged today that his i took off,ce ,0 acce P l J obs 10 tbe Admin- 

former law partners had questioned i ,s ‘ r . at, ° n .. ...... _ .. ... . 

him about billings of clients, including ! Mr - Hubbel * sai l ^, l, I e K ^f )se * ,rm had 
i he Resolution Trust Corporation, but , some questions about b'll.ngs on cases 
said he had not committed any impro- 1 * worked on and put those questions to 
prteties. h,m ,asl weck He 53 ,d thal he had 

"This is in no way out of the ordi-i responded promptly" and that he 
nary.” Mr. Hubbell said in a statement dld 001 ° v erbill the Resolution Trust 
issued this afternoon. He was respond- Corporation, the Federal agency in 
mg to a report today in The Washington i char * e of disposing of failed sav| ngs 
Post that he was being investigated to i and loans institutions, or any other 
determine whether he had overbilled i c ' ,ents - 
clients and used money from the Little I ‘Perfectly Reasonable’ Webster L. Hubbell. the Associ- 

Rock. Ark., law firm to pay personal Mr Hubbell said he had been asked ate Attorney General, 
expenses. earlier by the firm to provide < 



R Jl r - ,”!lI > ^!!m Wa ^h Pa h T I« e r JUI!! mentation on "certain expenses paid it had obtained, said the trust corpora- 
Rt»e Law Firm, which has received i for bv , he f ir m" and said he was in the) non had rejected as excessive about 
n “S’hl 5 a oili rt . 0f H a C c'IUL na r nV , e h-i P rocess of he 'P ,n 8 the firm "locate I $1,400 in billings from the Rose firm in 
ligation by Robert B. Fiske Jr . (he l suc j, documentation.'' a case involving First Savings of Ar- 

IS il n .m S nf a “ nB ln the s,ateme nt. which he issued I kansas. a case in which Mr Hubbell 
r&X. C *J invo * vemem ,n a ' Jate this afternoon. Mr. Hubbell said he I was the supervising lawyer. The firm 

failed Arkansas land venture regarded the inquiry from the law firm 

Mr. Hubbell. the third-ranking offi-t as -perfectly reasonable" because he 
cial at the Justice Department is a was lhe semor partner in the cases 
close friend and frequent golfing pari- under question 

ner of Mr. Clinton. While at the Rose; vhe , aw firm refused to comment 
firm, he worked closely with Hillarv jboul the case today. 


had said the total cost of its work would 
exceed $173,000. 

The charges rejected bv the Govern- 
ment agency included $490 for travel at 
excessive rates. $222 for unauthorized 
fees." and $215 in “inappropriate attor- 


ww ^ , u wmi 1,,v * ivwh y . I tea, CIIIVJ f£l J III lIldLIUI UL/I 

Rodham Clinton, who was also a part- | he Associated Press, citing records I ney services." The A.P said. 
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Justice Aide 
Denies His 
Law Finn 
Overbilled 


But Hubbell instated that the 

inquiries are “in no way out of the 

ordinary" and denied that the 
inquiries amount to an “invest!- 
gauon." 

-Issues frequently arise when a 
partner leaves a law firm, which 
require his participation and as- 
sistance." Hubbell. whose 
duties including serving as the 
Justice Department's li a ison offi- 
cer to the While House. “It was 
perfectly reasonable for the firm 
to direct its questions about these 
caaas to me. since I was the 
billing partner.'* 


■ Government: Webster 
Hubbell says he has been 
questioned about bills 
from the Rose Law Firm 
of Little Rock. The White 
House says it doesn't plan 
any further inquiries. 


By PAUL RICHTER 
nuts staff warns 

W ASHINGTON— Webater L. 

Hubbell. third-ranking of- 
ficial in the U S. Justice Depart- 
mbl acknowledged Wednesday 
that he has been questioned about 
past billings by his former law 
firm but denied accusations that 
ha. had overtoiled the federal 
gov ernm ent “or any other cli- 
ents.” 

White House officials said they 
accepted the denial and did not 
plan any further inquiries into 
accusations about the associate 
attorney general, who is a close 
friend of the Clintons and a 
farmer partner with First Lady 
Hillary Rodham Clinton in the 
Rone Law Firm of Little Rock. 

In a carefully worded state- 
ment issued late Wednesday af- 
ternoon. Hubbell said that offi- 
cials of the firm ‘had some 
questions about billings on casts 1 
worked on. which they put to me 
last week." One case, he said, 
involved work for the U S. Reso- 
lution Trust Corp.. which over- 
sees savings and loans. 

He had also been asked for 
-backup documentation" on some 
of his expenses that had been 
covered by ihe firm, he said, 
adding that he is sull “in the 
process of helping the firm locate 
such documentation." 

The accusations arose in a sto- 
ry published Wednesday m the 
Washington Post, which reported 
that senior partners of the firm 
are investigating whether Hub- 
belt llad overtoiled clients and 
. used law firm money to pay for 
pmmial ‘expenses. The paper said 
that the investigation began in 
the summer' of 1982 and that 
officials are considering notifying 
the RTC and other clients of 
billing “ irregularities." 


W hen White House officials 
learned of the accusations 
Tuaaday afternoon. Whits House 
Chief of Staff Thomas F. (Mack) 
IfcLarty called Hubbell to ask 
about it- His denial satisfied 
IfcLarty. said White House Press 
Secretary Dee Dee Myers. And 
Clinton. HubbeU s longtime golf- 
ing partner. “sunda by Webb. He 


i full confi- 
dence in him. * she added, calling 
the issue “an internal matter” at 
the law firm. Neither the White 
House counsel's office nor Aliy. 
Gen. Janet Reno plan further 
inquiries, she said. No federal 
official contacted the Rosa firm to 


Contacted separately, three 
Roee firm partners declined to 
confirm or deny the existence of 
an investigation. Their responses 
contrasted with the law 


bean shredding documents relat- 
ed to the investigation of White- 
water Development Corp.— a re- 
sort development in Arkansas in 
which President and Mrs. CHnton 
wart investors— and the failed 
Madison Guaranty Savings A 
Loan of Little Rock. 

Also Wednesday. Rap. Jim 
Loach (R-Iowa) wrote to the 
inspector general of the Federal 
Deposit Insurance Corp. urging 
the office, which is the principle 
regulator of federally chartered 
to launch an investigation 
of Hubbell and the Roee law firm 
and potential conflicts of interest 
related to the Whitewater case. 

The FDIC has cleared Hubbell 
and Rose of conflicts of interest 
relating to their handling of legal 
work for the FDIC in the Madison 
case. But Republicans have been 
demanding that the agency begin 
a new investigation. 
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A Shaky Bottom Line 

Valley Firms Tabulate Bite Earthquake Took From Profits 


Bv PATRICE APODACA 

riMES STAFF WRITER 

J ust as the physical force of the Northndge 
earthquake hopscotched around the San 
Fernando Valley, picking and choosing 
the victims of its worst punishment, some 
Valley companies are taking a hit to their 
bottom lines because of lost business. 

The problems cited include damage to 
facilities and merchandise and lost sales in 
the days after the Jan. 17 quake. Some 
insurance companies face big payouts for 
claims. Financial institutions could suffer if 
homeowners walk away from their mortgag- 
es. 

Datametncs Corp.. a Chats worth maker of 
computer printers and communications prod- 
ucts. was one of the first to announce that 
because of earthquake-related setbacks, it 
will post a loss for its fiscal first quarter ended 
Jan. 31. A vear earlier. Datametncs earned 
$300,000 on revenue of $5.3 million. 

The company was shut down for four days 
after the quake because it had no electncity. 
Later, shipments of materials used in Data- 
metrics products didn't arrive. The delays 
were particularly damaging because they 
came at the end of the quarter and because 
the recession has forced companies such as 


"It's like the nail in the horse's shoe that 
makes you lose the war." Datametncs Chief 
Executive Sidney E. Wing said. 

The company also suffered because work- 
ers needed time off to deal with personal 
problems. Wing said. And every time an 
aftershock rattled, “they warned to get out of 
the building. ' even though city inspectors 
have deemed the structure safe. 

Beverly Hills Fan Co. in Woodland Hills 
estimated ns earthquake damage, including 
merchandise destroyed by the temblor, at 
between $200,000 and $500,000. None of the 
products were earthquake -insured, and the 
company is still assessing ns water damage. 

"There will be an impact on quarterly 
earnings. ' Controller Neil MacDonald said. 
Fortunately for Beverly Hills Fan. before the 
earthquaxe it had already rung up SI. 6 


million in sales, double that of the first 
quarter a year earlier. The company said that 
if it posts a profit this quarter, it will be a 
small one. 

Art publisher and retailer Martin Lawrence 
Limited Editions Inc. in Van Nuys said its 
first -quarter sales will probably be "signif- 
icantly'' lower because of the earthquake, as 
well as the severe cold in the Midwest and 
East Coast. The firm hopes to recover at least 
some quake - related losses from its insurer. 

Martin Lawrence said quake damage has 
kept us galleries closed in the Northndge 
Fashion Center and Sherman Oaks Fashion 
Square shopping malls. Its headquarters was 
a iso shut down for two weeks after the 
temblor. 

In the quarter ended March 31. Martin 
Lawrence lost SI. 7 million on $4.7 million in 
revenue. 

A mong those companies likely to feel an 
earnings bite from the earthquake are 
property -casualty insurers. 

20th Century Industries, the Woodland 
Hills parent of 20th Century Insurance Co. 
and 21st Century Casualty Co.7esumaied its 
quake claims at $160 million. After taxes and 
reinsurance, the total will drop to $62.9 
million. 

"Thr ”att mrrnfy ftf fr*!,™ 11 be in the 
first quarter." said RichartTDIhon. senior vice 
president at 20th Century, the state's sixth - 
largest earner of earthquake insurance. In 
the first quarter of 1993. the company earned 
$23.9 million on $263.1 million in revenue. 

However, at Amwest Insurance Croup Inc., 
the earthquake “is going to be immaterial" to 
earnings, said Steven R. Kay. chief financial 
officer. That's because the Woodland Hills 
company specializes in wnttng surety bonds 
guaranteeing construction and other projects. 
In fact, said Kay. Amwest might benefit if the 
earthquake spurs rebuilding. That's what 
you need surety bonds for. It could be an 
opportunity for us." 

Banks and savings and loans also stand to 
feel some pain from the quake. American 
Pacific State Bank in Sherman Oaks, one of 
the nation s largest Small Business Adminis- 


tration lenders, cited the Northndge earth- 
quake as one reason it added to ns loan -loss 
reserves for 1993. As a result, us earnings 
declined 54% in us fourth quarter ended Dec. 
31. to $197,899 from $430,556 a year earlier 

Great Western Financial Corp. said it does 
not expect a “material loss from the quake. 
Two buildings at us large Chatsworth com- 
plex were badly damaged, but rebuilding 
costs should be covered by the savings and 
loan company's insurance, spokesman Steve 
L. Hawkins said. 

A bigger problem would occur if large 
numbers of homeowners who can't afford to 
rebuild their quake-damaged houses walk 
away from their mortgages. Hawkins said. 
The company is opumtstic that that scenario 
won't come to pass because most borrowers 
who are taking advantage of Great Western's 
offer to place a 90-day moratorium on 
mortgage payments do not have severe 
structural damage on their properties— and 
many have earthquake insurance. 

Glendale Federal Bank estimated that it 
has $1.5 billion in real estate loans in 
earthquake-affected areas. But Judy Cun- 
ningham. a spokeswoman for the Glendale- 
based thnft. said the extent of any losses 
won't be known for another week or two. She 
said Glendale Federal wag .calling sail its 
borrowers and depositors and. inspecting 
properties. "There are still so many vari- 
ables." 

Other companies also said it is too soon to 
tell what impact, if any. the earthquake will 
have on profits. 

Steven M. Besbeck. president of Creative 
Computer Applications Inc., a provider of 
information systems for laboratories and 
pharmacies, said his company didn't resume 
full operations until a few weeks after the 
quake. Its Calabasas offices were drenched 
when sprinklers went off during the shaking. 

Besbeck has hired specialists to determine 
whether the company s electronic equipment 
is salvageable. 

"It may have an effect on the quarter that 
ends Feb. 23." he said, hut I'm noi even sure 
about that vet." 
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American of Fla. Released from OTS Order 

MIAMI — American Savings of Rorida oi 

Thrift Supervision has terminated a cease-and-desist order is- 
sued on Dec. 21. 1990. . . .. 

The order included a prohibition from ewM “» £ 
reel or indirect transactions with Americans 
star Croup, or its affiliates without the regulator’s prior wnt- 

OTSsaid factors in its lifting of the order were *"“**’*“ 
Savinas* compliance with the terms of the order, were changes 
«“• bomd of director and »b- 
stanual improvement in financial condition. 

amencai Sa.,n*alua$3.l of .^29 .^offiros 
in Dade. Broward, and Palm Beach counties, and seven mort- 
gage -origination offices in Florida. 



I Riskl^dosure 


By KARPl TALUK 



i con 

~ Full and < 

legal claims by 
Anrlo A. Vigos 
rational director of the Office 
of Thrift Supervision, warned 
in a letter to the region’s 299 



way of making certain that 
enstomers are not being mis- 
ledu Mr. Vjgpnwro te . 

Mr. Vigna described the no- 
te aTa “hendawp” far 


The agency is i 


Vigna 

rpera in other OTS re- 

gions are taking similiar 
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Greenspan Remains Opposed 
To Plan for Superregulator 


By CLAUDIA CUMMINS 
WASHINGTON — Despite 
stem warnings from Congress to 
compromise with the adminis- 
tration. Federal Reserve Board 
Chairman Alan Greenspan on 
Wednesday held firm in his op* 
position to the proposal to con- 
solidate all banking regulation 
into a single agency. 

In testimony before the Sen- 
ate Banking Committee. Mr. 
Greenspan rejected the Treasury 
Department’s most recent pro- 
posal. which would give the cen- 


tral bank more oversight than 
originally proposed. 

And he repeated his convic- 
tion that stripping the Fed of a 
significant hand in the day-to- 
day regulation of banks would 
endanger the central bank’s abil- 
ity to implement monetary poli- 
cy and respond to financial 
crises. 

Alternatives Seen 
“There are ways, short of the 
creation of a single agency, to 
address the problems m the cur- 

CLntmutjQ Ocr i c v.u 


rent regulatory structure and re- 
duce the costs of regulation." he 
said. 

Mr. Greenspan also spelled 
out the Fed’s alternauve con- 
solidation plan, which differs lit- 
tle from the original plan laid 
out by Governor John P 
La Ware in January. That plan 
would pare the regulatory agen 
cies from four to two, allowing 
the Fed to maintain a strong reg- 
ulatory role. The Fed backed up 
its posiuon with a hefty, 50-pagc 
analysis. 

“The board’s approach would 
achieve essentially all of the 
benefits of one consolidated reg- 
ulator. while incurring virtually 
none of its risks.” Mr. Green- 
span said. “It would avoid an in- 
flexible single regulator, pre- 
serve the dual banking system, 
assure that an economic per- 
specuve is brought to supervi- 
sion and regulauon. and main- 
tain a strong central bank.” 

Pressure to Compromise 

Senate Banking Committee 
Chairman Donald W Riegle Jr.. 
D-Mich.. on Wednesday reiter- 
ated his intenuon to move 
quickly on consolidation legisla- 
tion and urged Mr. Greenspan 
to sit down with top Treasury of- 
ficials in the next week to re- 
solve the dispute. Earlier discus- 
sions have yielded concessions 
from the Treasury Depanmen t 
but not the Fed. 

The Fed’s entrenched opposi- 
tion - reinforced by Mr. Green- 
span's strong testimony 
Wednesday - has increased 
speculation that the chances are 
slim for passage of legislation to 
create a single regulator. Like the 
Fed. much of the industry has 
come out in favor of maintain- 



Alan Greenspan 

Chairman. 

Federal Reserve Board 


mg more than one regulator. 

“Our belief is a single regula- 
tor plan cannot be passed.” said 
Edward Yinglmg, the American 
Bankers Associauon’s chief lob- 
byist. "There s obviously a great 
deal of concern about it among 
individual senators, and the tes- 
timony tomorrow will show the 
enure banking industry cannot 
support a bill with a single regu- 
lator." 

Hearings on the issue contin- 
ue today , with bankers expected 
to back up the Fed’s position in 
favor of two agencies. 

\s Wednesday’s hearing dem- 
onstrated. the Fed has won over 
more than just bankers. Several 
senators expressed strong sup- 
port for the central bank. 

I commend you and I hope 
>ou will stick to your guns." said 
Sen. Richard Shelby, D-Ala- 
hama. “There is a lot of support 
in the House and the Senate for 
maintaining the central role of 
the Federal Reserve.” 

Added Senator Lauch Fair- 
cloth. R-N.C.. “We should abso- 
lutely not do anything to weaken 


the power of the Federal 
Reserve.” 

At the bearing. Comptroller of 
the Currency Eugene Ludwig 
and acting director of the Office 
of Thrift Supervision heartily 
endorsed the administration 
proposal and defended it from 
Fed attacks. 

Andrew Hove, acting chair- 
man of the Federal Deposit In- 
surance Corp. also voiced sup- 
port for regulatory 
consolidation, but did not com- 
ment directly on the two plans 
on the table. 

The Fed agrees that some con- 
soiidauon is needed. Mr. Green- 
span responded. But many of 
the current system’s flaws can be 
nearly eliminated by combining 
four agencies into two. he said, 
without engendering the prob- 
lems a single agency could bring 
about 

“Do we agree on most of the 
issues?” Greenspan asked. "I 
think we do.” 

Like the Treasury plan, the 
Fed’s alternauve would merge 
the OCC and the OTS into a sin- 
gle agency, and strip the FDIC of 
all but insurance responsibil- 
ities. But the Fed wants the new 
agency to supervise independent 
nauonal banks and thrifts, as 
well as all depository insutu- 
tions in any banking organiza- 
tion whose lead banks are a na- 
tional bank or thrift. 

Under the plan, the Fed 
would supervise all independent 
state banks and all depository 
insutuuons whose lead banks 
are state chartered. According to 
Mr. Greenspan's analysis. 66% 
of commercial banks, compris- 
ing 42% of industry assets, 
would be supervised by the 
Fed. □ 
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House Panel Approves 
Measures to Streamline 
Currency Reporting Rules 



By ROBERT M.GARSSON 

WASHINGTON — A House 
subcommittee approved legisla- 
tion Wednesday that is expected 
to sharply reduce the more than 
10 million reports banks file 
each year on customers who de- 
posit or withdraw large sums. 

The bill is aimed at eliminat- 
ing the clutter in the mass of pa- 
per banks file with law enforce- 
ment authorities under the Bank 
Secrecy Act a law aimed at de- 
terring money laundering. 

“It’s clear that the Bank Secre- 
cy Act has generated an ever-in- 
creasing flood of paper," said 
Rep. Stephen L. Neal. D-N.C.. 
chairman of the House Banking 
subcommittee on financial insti- 
tutions. 

Analysis Made Difficult 

John J. Bryne. a lobbyist for 
the American Bankers Associa- 
tion. praised the subcommittee 
action, saying the bill would 
help both banks and authorities, 
who have said in recent years 
that they are getting too much 
paper from banks to be able to 
analyze it efficiently. 

“The bottom line is, let’s 
streamline these reports so 
they’ll be useful.” Mr. Byrne 
said. 

The Bank Secrecy Act re- 
quires banks to file reports on 
transactions involving more deal with suspicious transac- 
tion S 10.000 in cash at any one tions. Bankers have complained 
l *me. that they are often required to 

The bill approved Wednesday deal with as many as a half-doz- 
would not change that thresh- en agencies when they want to 
old. but would instead try to re- report transactions that may be 
duce paperwork by lowering the connected to drug dealing or 
number of businesses that need other crimes, 
to file cash transaction reports. 

Role for Examiners 

Treasury <o Sal Exemption. addltjon lhe Mcral 

The bill requires the Secretary ing agencies will be required to 
of the Treasury to implement a establish pilot programs to test 
two-tier system of mandatory the feasibility of using examin- 
and discretionary exemptions ers to identify money-launder- 


Rep. Stephen L Neal 

Chairman. 

House Banking subcommittee 

from the filing requirements. 

The first category includes 
government agencies, interbank 
transactions, and businesses for 
which transaction reports have 
little or no value. 

In the second area, banks will 
be able to create a list of custom- 
ers that meet criteria approved 
by Treasury. 

The list itself must then be ap- 
proved by Treasury. After that 
banks can exempt transactions 
from those customers without 
fear that the government will 
challenge the exemption later. 

The bill also requires Trea- 
sury to set up a single office to 


ing schemes. The tests must start 
within six months of enactment. 

An amendment to the bill ap- 
proved Wednesday would also 
overturn a recent Supreme 
Coun decision by making it a 
crime to deliberately structure 
cash transactions to evade the 
reporting requirement. 

Mr. Byrne said the amend- 
ment would make life easier for 
banks. ”A bank shouldn’t have 
to decide whether a customer is 
structuring a transaction to hid 
the money from his wife or to 
cover up a crime.” he said. 

The bill’s principal sponsor is 
House Banking Committee 
chairman Henry B. Gonzalez. 
D-Tex., and it is not expected to 
have any trouble when the panel 
takes it up. 

The financial institutions sub- 
committee passed the bill on a 
voice vote. 

A similar bill was introduced 
in the Senate by Sen. Richard 
Bryan, D-Nev., and the banking 
committee is expected to begin 
hearings on it March 10. It is not 
expected to face difficulty. □ 
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R7C 


pr solution trust corporation 


KeMihinu I he C risis 
Restoring Ihe Confidence 


Loan Auction 


Approximately 

$438,000,000 

Non-Performing Loans 

T he Resolution Trust Corporation is offering for sale 
non-performing loan packages that range in size from 
$100,000 to 55 million from various savings and loan institutions 
nationwide. 

Loan categones are oroken down as follows: 


Loan Type 

(in 000‘s) 

Loom 

1-4 Family Fescerwai 

$293267 

4.788 

Commercial Mortgage 

95.035 

856 

Land 

19.739 

407 

Consumer 

13.102 

1.513 

Business 

10.684 

211 

Muitrfamiiv Moroaces 

5.964 

59 

Total Offered 

$437,791 

7J34 


Kansas City, MO 

April 26 & 27, 1994 

Kansas City Convention Center 


File Review Begins March 28 in Kansas City. 

To receive a Didders information package, please can: 
JBS & Associates. Inc. 


1 - 800 - 943-5522 
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Loan Offerings 


March 3, 1994 


The following represents loans orterea by the RTC nationwide tor immediate sate on i 
a competitive bid basis AU loans ere offered in smeU pools and are appropriate l 
for all qualified Investor groups, including the small Investor, aii mouines and | 
requests tor additional information snoutd be made directly to me individuals listed I 


Sealed Bids 
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Sealed Bid 


Approximately 

$ 5 , 300,000 

Environmentally Impaired Loans 

Environmentally Impaired Commercial Loans 
46 Performing and Non-Performing Fixed Rate and 
Adjustable Rate Mortgage Loans 
Assets located primarily in Kansas and Oklahoma 



Bid Deadline 
April 4, 1994 • 12 pm CST 


4ff loans are offend in smalt pools and arm appropriate 
for mil qualified investors including small investors or 
small investor groups. 

Bid Information Deadline 
March 18, 1994 

For more information or to request a bid package, 
please contact: 

Don Bonewitz 

Resolution Trust Corporation 


( 816 ) 968-7285 


This advertisement -s an announcement onty ‘ ana ooes not constitute an otter 
to sett or .i Quotation or an otter to ouv me >oan oac*aqeisi reterenceo aoove 
ArtMcn snail occ.it smw ov me tted oaoiaoe. and wn.cTi snarl De maoe available 
only to oersoni «i>o r.-otesent mat mev nave sucn nnowieoge ano eioenence m 
financial ana business matters as to oe caoaote ot evaluating tne merits and 
nstes ot me Kcu>sit.cn ot tne Loans THIS ANNOUNCEMENT IS SOLELY FOR 1 
institutional buyers and other sophisticated purchasers 

(INCLUDING SMALL INVESTORS) IN THE BUSINESS OF BUYING. ORIGI- 
NATING OR SeLL.NG LOANS OWNED BY FINANCIAL INSTITUTIONS OR 
WHICH OTHERWISE DEAL IN SUCH INSTRUMENTS IN THE ORDWARY 
; COURSE OF their BUSINESS aii wans wm be ottered as is and without 
anv reoresentatwns or warranties 01 any Kino wnatsoever oy any entity 

Coordinated by the BTC Kansas City Sales Center 

Event 10 Number : 730-0193 
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Wuhan's departure leaves the Wad) 
House with two key vacancies to was* 
HU. Sob 

The politically sensitive House other i 
Counsel position is also open, af- dissna 
ter Washington attorney Thomas at lew 
Spulak first accepted the job but until h 
then changed his mind (Roll Call, next* 
Jan. 6). 
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Leach Pledges to Battle OTS Decision to ] 
Whitewater Documents Only to Panel Ch 


By Glenn R. Simpson 
A fight is brewing between 
House Banking Republicans and 
the Office of Thrift Supervision 
over whether OTS documents re- 
lating to the Whitewater scandal 
can be released at the request of 
the panel's ranking member rath- 
er than the chairman. 


been a vocal force in the effort to 
make public the details of the 
Whitewater story. Leach argues 
that the dispute has constitutional 
implications. 

Unlike other banking regulato- 
ry agencies, the OTS, one of the 
principal repositories of docu- 
ments regarding the failed Madi- 


ument requests from Leach and 
his staff. 

House Banking Chairman Hen- 
ry Gonzalez (O-Texas) has re- 
fused to back Leach’s document 
requests, but Leach has argued to 
OTS that his inquiry is an official 
committee investigation since 
Gonzalez last month approved 
vouchers allowing GOP investi- 
gators to visit Little Rock, Ark. 

However, when the OTS con- 
sulted Democratic aides on Bank- 
ing on whether to honor the Leach 
document requesuhe staff refused 
to take a position, and the OTS 
informed Leach that because he is 
not a committee chairman, he can 
only get Madison documents by 
filing a Freedom of Information 
Act request like a private citizen. 

“They are suggesting the chairs 
are the Congress," Leach said in 
an interview this week. “So the 
issue is: In the constitutional role 
Continued on page 8 




Banking’s ranking member, son Guaranty savings and loan, 
Rep. Jim Leach (R-Iowa), has has re fused to cooperate with doc- 


McDougal Gave $90,000 
To Ozvrt 1982 House Race 


By Glenn R. Simpson 

James McDougal, the forma- 
banker at the center of the 
Whitewater scandal now envel- 
oping the White House, spent 
S90.000 in personal funds on an 
unsuccessful bid for Congress 
in 1982. 

McDougal, who took control 
of the now-defunct Madison 


Guaranty Savings in 1981, made 
some $98,590 in personal loans 
to his campaign during 1982, 
Federal Election Commission 
records show. Only about $8,000 
of the loans was repaid. He was 
overwhelmingly defeated by 
Rep. John Paul Hammerschmidt 
(R-AA), 66 to 34 percent 

Coo tinned on page 8 


Sonny Bono Gears Up 
For Battle of the Stars 

Singer Early Leader to Follow McCandless 



Photo by Laura Paatrro m 

Bom: *T’vt got ten gold 
records. I can do this job.” 


By Tim Curran 
In announcing a bid for Con- 
gress, Sonny Bono Tuesday tried 
to distance himself from his enter- 
tainment past, reminding voters 
he is the former mayor of Palm 
Springs who demonstrated state- 
wide appeal with a 17 percent 
showing in the 1992 GOP Senate 
primary. 

At his campaign kickoff for the 
House seat being vacated by Cal- 


ifornia GOP Rep. A1 McCand- 
less, Bono was quick to insist his 
campaign was not a lark but a 
serious effort by introducing as 
the chairman of his fledgling bid 
Bruce Herschensohn, the Repub- 
lican who beat him for the 1992 
Senate nomination. 

Although McCandless an- 
nounced his retirement only a 
week ago. Bono — given his uni- 
Continued on page 8 



Argues Leach, “The issue is: In the con- 
how do you define Congress? Is Congi 

H 
Tl 
Tt 

Se 
Texx 
in h < 
state 
her 
Fort 
crab 
H 
plex 


Heard On 
The Hill 

By Craig Winneker 
Us, Too. 

The Justice 
Department is 
asking Judge 
Thomas 
Penfield 
Jackson to order Sen. Bob 
Packwood (R-Ore) to 
comply with its subpoena 
for his diaries. 

The Oregonian reported 
yesterday that Justice has 

Continued on page 10 
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- U.S. HOUSE OF REPRESENTATIVES 

COMimTCC ON BANKING. WNANCI AND URBAN AFFAIRS 
ONB NUNDRBD THIRD CONORM* 

2129 RAYBURN HOUSI OWCE BUIIOMO 
WASHMGTON. OC 9QB1S-DOBO 




TWimmumm 
mamummomcnu 
RCKMl H UMA kOCBRM 

tamsu 


jSnttCSnSS^ 


DATE: 3 ~(+ 

TO: 

PROM: Mila McOarry 

Houm Banking Committaa * 

B371-A Rayburn HOB 
WaaNngton, D.C. 20619 

Talapliena: (202) 226-2261 
Talaeoplar (202)2294084 

Total numbar of pagaa aant (Including thia paga): Q 
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U.S. HOUSE OF REPRESENTATIVES 

CQUMITTn ON UNIONS MUNC* AMO UMAN ACTAJAS 
9N4 HU NOWS THlftO COMHII 

tin mvoum nousi omct tuiioma 

WASHINGTON. DC 2MIMOIO 


Nareh 1, 1004 


nr. Barnard ifusabaua 
Counoal Co tha Vruoldant 
Tha Shito Rouaa 
Washington, o.c. 20900 


Mr. stophsn Potts 
Siraatav 

Of flea of dovornosnt ItMoa 
1301 Maw York Avanua, S.W. 
Suits 900 

Wtahlngton, B.e. 20008-J017 


Mi. Joan Sanson 
Ganarsl Counsal 
ton »000 

Oapsrtmant of tka Trsasury 
Washington, o.c. aoaao 


Nr. Act Kuslnaki 
Ohiaf Sthies Offiaar 
kssolutiaa Trust Corporation 
SOI- 17th stroat. S.W. 
Washington, D.C. 30414 



On Tahruary a, 1004, S wrota to tha Zntaria CIO of tha Raaolutien 
Trust Corporation <MfC), NT. Sogar Altnan, asking that ha soak 
amvapriata oaunaal as to wbathar ha should raouss hlsaolf tram 
Kttai regarding sadlson Ouaranty savings and toon. As Z notad in 
ay Pobruary 1 Xattar to NT. Altaani ■ ... it would appaar athically 
auaotionahls for a politieai appoint aa of tha P sps rta a nt . of 
Traaaury ts asks daoisiona for an indapsndsnt fodsral aganoy whan 
tna rrasldsnt any bo ispiloatad in anforoauant and eiviX actions." 

fa senary ai Z rooaivod a Xangthy rsaponss to uy Xattar which 
' ' with tha foXXowiag santanosi "1 trust this Xattar fully 
addrsasad your oonsams* (sau attoahad lattars). hsgrattably, tha 
Xattar did oat fully addraaa tha concerns uprasaad in uy lsttsr of 
rabruary 1. Mo r aew a r, it would appaar that tha oa ne arna raiaad in 
■y Xattar wara confiraad whan Mr. Altman taatlf lad last weak before 
t no sanoto B anking CooBittaa that ha hod antarad diaouaslona with 
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tha White louse on uttm affecting the President's potential 
perso n al liabilities* 

While it is dubiously credible to think nr. Altman would havo sons 
to tbs Whits House to disouss only tho stotuto of limitations, in 
cost s non sons would haws tuff lead, it boars noting again tho 
irony that it was )k. Altman who on Nay 4, 1993, strongly 
rooonnandid toy lottar to tho Chairaan of tho Sousa hanking 
Committee that tho atatuto of liaitotions for oivil lawsuits 
against SSL wrongdoers not bo extended. 

lap. hitman's mooting with Whito Sousa staff oonosraing tha ISO's 
actions in tha Madison cans is an sthieal umbrage# asm though »• 
hitman has now dsoldsd it gropor to raouaa hiasolf from tho Madison 
case, tha Isaus at hand is whsthsr his conduct violated fsdorsi 
othies guldalinoo or strieturee, ao promulgated toy tho WTC. Theme 
guidelines art listed under 19 CTR f 140S.7 and lnoluds tha 
followingi 

•Wo employee shall angago in any action, which night result 
in, or eresto tho appearance of ••• 

(b) giving proforontial treatment to any person? . • • 

(d) losing Osnplsts independence or impartiality! 

(a) making an me decision outside official channels i 
or, 

(f) adversely affecting the public's confidence in the 
integrity of tho ixc.” 

hlso, IS cm 9 1109*10 states that an STC "employee say not, 
diraetly, or indlraotly, use or allow the use of information vhloh 
is obtained ss o result of his or her STC wployaent but which is 
net available to tho general publlo in order to engage in any 
financial transaction or to further a private Interact.” 

xn addition, another issue appears to bs an abuse of the spirit of 
S U*S*0 3J4S* Xn a technical sense, this statute allows tho 
president to nemo a temporary agency head to fin a vacancy until 
a nominee le confirmed bp the Senate. Xn the event e nominee lo 
rejected by tha senate or his/her name la withdrawn, s u.s.c. 334S 
provides that tha vacancy may be filled far not mors than 120-days 
toy am individual designated by the President. 

xn tho case of nt* Altman's appointment an interim CIO of tho arc, 
wo hove o eltuatien whore a political appointee of tho Treasury 
Department hap served as the head of an independent agency for 
approximately 13 months. To some, thle olroumotanoo loaves tho 
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•1m that Mr* Altaui'a tan ef effiee night ham bean 

1 to eeiaeide vltt tka mania? at tha atatuta ot liaitatioaa 

far elvil laveaita Mob could at foot the «UU “ 


r a 
aa a 


New that tba atatuta or liaitatioaa haa 
night vendor it fncthar legal aasblnatlona will 
aaiataialav sr. hi tarn' a tmmm a a interim eat ad 
*1» aa nminae to bead tha axe haa baaa formally ■ 
lata atom Hr. fata withdrew hia naaa tna oanaldaratiow aa 
10, shoe ha eoaplalaod of gross aisaanagaaent at tha KTC. 



of 
mar 


la ar tadaeaeat that tha are haa had lta 
Blood and that It la aa longer sufficient far Mr. Altaaa to 
hlaaalf fna tha Nadiaoa eaaa. It la all too apparent that 

ladov looaa largo at tha ■gmo y and that hla < mediate 

rool gn a t lon fna all ro ap o n albllltloo at the XXC mold appear to ho 
tha only athiaal option at thia tlaa. 

Sa addition, juat aa ana party ahaold not haoa rogue# ted tha 
aaatiag, the other party ah aold not hava aoooptad It. la thia 
regard, X hereby r agoaa t a review of ohothar Mhita Hmao attiaUlm, 
Barnard Paaahaoa, Margaret William, and Harold ZOKaa, violated any 
athiaal goidollaao. Mara X maid aall year atteatloo to tho 
following Mite Boom galdallaaat 

1 dl| 1H.T1H general etaadarda of ooadaet. 

"(a) Xa all eireonatanoag eaplayaao shall oondaot 
♦haggalvaa- aa aa to m iaplify tha h ig h e st ataadargg of 
integrity. Aa saployaa ahall avoid any aatiaa, » “ 
ar not apaeifioally prahihitad by thia tuBpart. 
l igh t re m i t in, or create tho appaa ran oo efi 

( 1 ) 

(31 

( 3 ) 

(«) 

(■» 


Oalag pahl la off lea fag private gain; 
giving p re f eren t ial tv aa tn an t to any p e rs o n s 

tea tag ec a pl ata ladapaadsnoo or lapartiaiityt 
a govsrmaat daolaian outs Ida offleial 


(d) Affaafeiaa adversely 
puhlla la tha In t eg ri ty of 


1 eva « 100.793*0 eoaflieta of 
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MUCH 1, 1194 ~ 

• («) A conflict of interest uy wist AtMva u 

ttpltyt* has a substantial or privata interest la a 
•attar which involves hla duties and raaponaibi 1 itlaa aa 
an anployoa. Tha aalntanance at public confidence la 
Oovaraamt elaarly daaanda that aa aaployaa taka no 
action which would eenatituta tha uaa at hla cttlclal 
position to advance hla paraoaal or privata lataraat. zt 
la equally laportant that aaeh aapleyaa avoid baooal a* 
involved la aituationa which praaaat tha possibility, cr 
•van tha appaaranaa, that hla official poaltlon night ba 
uaad he hla privata advantage." 

I oi | ioo.7J9-ai oanaral conduct prejudicial ta the 
aevamwenf. 


■Aa eaployaa ahall net engage la criminal, iafaaoua, 
dishonest, laaaral, or notoriously dlagracotul conduct, 
or ether eonduct prejudicial to tha eavarnaaat." 


With regard ta the aacend of tha above eitatleoa, It would appear 
oelfapparant that "poraenal or privata interact* wmid apply to 
laouaa of Individual job aaourity or proaotiea. Za addition, with 
record ta tha third, tha adjective "diahenaat" would preeucably 
apply ta the laeuanee of atateeanta af fact that prove untrue. 
Hero, Z bring ta your attention, Nr. Nuaabaun'o February 10, l»t* 
letter te nape, bightfest. Naif , and Zetook. Z would aloe aak that 
the possibility ba p r o b ed that the aeating eight have had the 
effected being "prejudicial" ta the gevermant'e caaa in tttanpta 
to rMovar taxpayer laaaaa related to tba failure af Madlaoa 
guaranty. 

Z would apoolficnlly request that tha office af Government tthloe 
and tha Chief Ithioo officer of the Mhlta Heuaa, which Z understand 
ta ba Mr. Muaaaaua or his daslgnaa, f anally review and provide no 
with a reepenaa as to whether the seating batwaan the three Whitt 
Heuaa officiala and Mr. Altnnn violated any guldallnaa af 
gevwmaeat ethics, regulatiOM, or law. In particular, thar# in an 
Spllslt appaaranaa that public off loialn dealt with tba privata 
natters oftha procldant. in thin regard, Z would haraby request 
• lint af any individuals who participated or attandedat any paint 
la tha tHrrarrl-nr and tree each any notes or rooerdings af the 
•eating or Beatings at tha whlta House or alaawhara aa this natter. 


Plaaaa provide a full 
regarding tba White 

ailiMd. - 

natter. 


ta tha Issues raised in this latter 
as wall aa Mr. Altaaa by Monday, Hares 
far your tin and eanaidaratlan af this 


sincerely, 

tinkiay Wniiir 


cat Mr. Roger Altaaa 
In tar la cap 

Saaalutlan Cruet corporation 
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February 1, 1994 


RFC 


RESOLUTION TRUST CORPORATION 



MEMORANDUM 


To: 


From: 

Re: 


t/fack Ryan 
Ellen Kulka 

Peter E. Knight 

Madison and the Statute of limitations Extender 



Senator D' Amato made it very clear this morning during his remarks at the Senate 
Banking Committee and this afternoon on the Senate floor that he questions whether or not the 
RTC has applied sufficient efforts to the civil litigation aspects of Madison. We most certainly 
will have to justify any of our actions and decision making process on this matter. In thinking 
briefly about this matter, the following questions come to mind. I recommend that we be 
prepared to answer these questions at the semi-annual appearance of the Oversight Board. This 
list will surely grow. 

• What investigations were undertaken to satisfy the RTC’s statutory 
responsibility with respect to possible civil litigation resulting from 
the Mure of Madison? 

• Who was involved in overseeing these investigations and developing 
the agency’s position on this matter? 

/ 

• How many savings institutions under the control of the RTC have 
extended statutes of limitation that expire by February 28? By 
July 1? 

• What is being done to review these institutions to ascertain whether 
or not there are any viable claims that can be pursued by die 
agency? 

• How many other institutions may be the focus of litigation as a 
result of this extension of die statute? 


SOI imssmt, N. W. WaNngfio n. &C 2004 


/ZZ.3Z- 



4773 



•x RESOLUTION TRUST CORPORATION^ 

Raaohrtof TkftCitah 
Rastorteg Hm CMfUtact 


February 1, 1994 


The Honorable Alfonse M. D' Amato 
Ranking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 
United States Senate 
Washington, D.c. 20510 

Dear Senator D'Amato: 

on January 11 and January 25, 1994 you wrote to me concerning the 
statute of limitations relating to Madison Guaranty Savings and Loan 
of McCrory, Arkansas ("Madison") . I want to assure you that the 
Resolution Trust Corporation is conducting a thorough review of the 
potential civil claims it possesses as a result of the failure of 
Madison. The RTC is, of course, mindful of the impending February 
28 anniversary date of the federal takeover of Madison. 

If such claims do exist, the RTC will vigorously pursue all 
appropriate remedies using standard procedures in such cases, which 
could include seeking agreements to toll the statute of limitations. 
As you noted, the barriers presented by the expiration of the 
statute of limitations in many cases have been ameliorated by the 
extension of the Financial Institutions Reform, Recovery and 
Enforcement Act of 1989 (FIRREA) statutes in the RTC Completion Act 
(Act) • The Act has afforded the RTC an opportunity to investigate 
further any civil claims which may be asserted against individuals x 
or entities associated with Madison Guaranty for fraud, intentional 
misconduct resulting in unjust enrichment, or intentional misconduct 
resulting in substantial loss to the institution. As you know , the 
RTC's jurisdiction is solely as to civil claims. Any potential 
criminal matters are within the jurisdiction of the Justice 
Department. 


Sincerely, 

Roger C. Altman 
Interim CEO 


SOI 17m am mt. N.W. NtaMigtoa O.C. 20434 
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me 


If SOLUTION TRUST CORPORA TION 


CLIP SHEET 


Mr. J. Ryan 
Deputy CEO 
Rm. 1001 


Friday Aorii ! . >,>94 


Selected News Articles 


Office ot Corporate Communications 


The Washington Post 

Senators Complained About RTC 

Two From Arkansas Sought Review in Madison S&L Affair 


By Susan Schmidt 

fM St* Wrwr 


Aria— as* Democr a tic senators 
complaiBed to top Clint o n 
taboo officials last year about the 
g ove rnm ent's handling of legal 
claims against Seth Ward, a for* 
mer Madison Guaranty Savings & 
Loan e mplo y ee and father-m-law 


to his attorney. Alston Jennings, 
who declined to comment on the 
congressional co rrespo n dence. 

McLaity said yesterday he did 
not remember receiving the letter 
but was “confident we didn't take any 
action on it." 

A White House official sad Nuss* 
barns wrote to Bumpers m July ac- 
knowledging receipt of the letter but 


eni Webster L. Hubbeft. 

Sen. Dale Bumpers (D). who 
once called Ward a “good support- 
er." sent a May 26. 1993. letter 
a boot Ward’s treatment bv the 
R es ot u na n Trust Corp. to White 
House counsel Bernard Nussbaum 
and Deputy T reasurv Secretary 
Roger C. Altman, a political ap- 
pomtee serving as interim chief of 
the RTC. Bumpers abo sent cop- 
ies of the letter to three Arkan- 
sans working in the White 
House — i hief of staff Thomas F. 
“Mack" McLarty and William Ken- 
nedy III and the late Vincent Fos- 
ter of the counsel’s office. 

Sen. David Pryor tD) lodged his 
complaint with Altman and top 
Treasury aide Joshua Steiner in 
July about the “appalling" waste of 
m oney and “abuse of power* by 
g ov e r nmen t attorneys in their at- 


Tbe letters from Bumpers and 
Pryor, which m entioned Ward as past 
of a broader attack on RTC litigation 
procedures, are the first indications 
members of Congress contacted polit- 
ical appointees on behalf of a promi- 
nent constituent who has come under 
tederal scrutiny m the Madison affair. 

Altman has been under political fire 
uid subpoenaed by a grand jury about 
.'outsets he had with White House of- 
ficials on matters related to Madison 
while serving as head of the indepen- 
dent regulatory agency. Steiner testi- 
fied befor ea grand jury m Washington 
vesterday and was expected to be 
- .uked about a complaint made by Clin- 
ton adviser George Stephanopouios 
about the RTC’s hiring of farmer Re- 
publican federal prosecutor Jay B. Ste- 
phens to handle some Madison civil 

In Congress. Republicans have 
seized on contacts between White 


from Ward, a wealthy Arkansas 
businessman. Like Dumpers. 
Pryor asked Altman to review the 
RTC’s settlement with Ward, 
which required him to return 
$340,000 in Madison funds to the 
RTC 

It does not appear the letters 
from Bumpers and Pryor, made 
available bv the RTC under the 
Freedom of Information Act. result - 
t-d in anv change in the RTC*» treat* 
nent of Ward. Ward referred calls 


.* political interference m the Madi- 
son probe. 

•One RTC investigator who worked 
.xi the case has gone to Congress to 
complain she fek pressured by her su- 

P *ftesidc n t Clinton. Hillary Rodham 
Clinton and the Clinton gubernatorial 
campaign have been ated as p o ss ibl e 
beneficiaries of alleged illegal activi- 
ties at Madison, which was owned m 
the nud-1980s by James BuMcDougaL 

Continued on •oauoe. t-.oc 
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the Clintons' partner in the White* 
water land venture. 

Howard Schloss. a spokesman for 
Altman and Steiner, said neither had 
had any contact with White House of- 
ficials regarding the letters and that 
the letters had been handled routine- 
ly. A letter from Altman to Pryor dat- 
ed Aug. 20. 1993. states he had asked 
the RTCs acting general counsel to 
find out about the Ward matter. 

Another correspondence, dated 
Nov. 9. is a letter from RTC congres- 
sional affairs director Peter Knight 
sent to Pryor and Bumpers. Knight's 
letter said Ward’s assertions of mis- 
treatment were "erroneous’* and that 
he "participated in a series of transac- 
tions involving Madison and (its real 
estate subsidiary! wtnch enabled those 
entities to circumvent federal laws 
■uid regulations . . . (and) led to the in- 
solvency and failure of Madison Guar- 
anty in 1989." 

Madison transactions involving 
Ward are under investigation by spe- 
cial counsel Robert B. Fiske Jr. 
Ward’s son-in-law. Hubbeil. was a se- 
nior partner in the Rose Law Firm 
with Foster. Kennedy and Hillary 
Clinton before the four came to Wash- 
ington. 

Hubbeil recently resigned from the 
Justice Department m the wake of re- 
ports he was under scrutiny by the 
firm for possibly overtoiling clients. 

The Rose firm also has comoiained 
Hubbeil charged nearly $500,000 in 
consulting fees and legal expenses to 
the firm that should have been paid by 
a company owned by the Ward family. 
P.O.M. bic. a major Rose diem. 

Pryor and Bumpers said the letters 
sent last year were their only contacts 
with Clinton administration officials on 
the Ward case. 

Pryor said he did not know Ward. 
His letter, he said, was simply repre- 
senting a constituent interest and 
venting his belief RTC lawyers go 
overboard in pursuing S&L officials. 

Bumpers’s letter to Altman and 
White House officials also complained 
the RTC has been too aggressive m 
its pursuit of damages from directors 
and officers of failed S&Ls. and he 
urged a review of RTC pofcaes on 
lawsuits. 

Bumpers said he directed his letter 
to White House officials because of 


the larger policy issue, not the Ward 
case in particular. "I wasn t trying to 
get the White House involved in it." 
said Bumpers. 

As an independent agency, the 
RTC makes decisions on lawsuits 
baaed on standards set out in the 1989 
federal law that created the agency. 

Altman last May told Congress the 
Clinton a dministra tion did not share 
the prevailing Democratic sentiment 
favoring extension of the legal dead- 
line m S&L cases. Congress extended 
the deadline anyway, and voted to ex- 
tend it a second time in February 
when it appeared the deadline was 
about to lapse for cases involving 
Madison. 

During HubbelTs confirmation 
hearing as associate attorney general 
last year. Bumpers described Ward as 
‘a good supporter." Ward, who is a pi- 
lot "used to fly me around on my cam- 
paigns." Bumpers told the Senate Judi- 
ciary Committee. 

This week Bumpers said he had not 
seen Ward “in 10 or 15 yean. ... As 
far as I know, he’s a Republican." 

Ward was hired by Madison’s real 
estate subsidiary in 1985 to help find 
big real estate deals for the thrift In a 
side deal never approved by Madi- 
son’s board, McDougal agreed to pay 
Ward $400,000 in commissions from 
land sales federal bank examiners lat- 
er described as ''sham” transactions 
that showered insiders with fees and 
commissions and -cost the S&L $1.8 
million. 

Ward complained to his senators 
last May when, after years of legal 
wrangling, he was forced to return 
funds to the RTC. 

Ward's legal problems with the 
RTC also became an issue with Hub- 
bell. who helped the Rose firm secure 
S&L work from the RTC and Federal 
Deposit Insurance Corp. Agency doc- 
uments show some officials were con- 
cerned about Hubbell's work for the 
government while it was pursuing liti- 
gation agamst his father-in-law. 

But officials concluded the famil 
relationship did not constitute a cr 
diet of interest that would disqu* 
Hubbeil from securing the go* 
ment work. 
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Thiis House 
Huts Time 
()ui of 
Its Pictures 

Bv Howard Kurtz 


The White House is plenty 
teamed about this week's Time 
cover photo of a gnm-laced Presi- 
dent Clinton and George Stephano- 
pouios. saving it was a hve-month- 
oid White House picture that the 
magazine agreed to return back in 
January. 

- ! was irate.” savs Bob McNeelv, 
director 01 the White House photo 
tfice. bo irate, in fact, that the 
White House nns cut off the maga- 
zine s access to such otfiaal photos. 

Time Picture Editor Michele Ste- 
phenson strongly disputes the White 
House account. "We have always 
kept the pictures in our files tor fu- 
ture use." she savs. "We've done it 
with Reagan, we ve done it with 
Bush. There s no requirement once 
we decide to pubbsh one ot those 
pictures that we have to get rcap- 
proval.” 

The cover says "Deep Water: How 
the President’s Men Tried to Hinder 
the Whitewater Investigation.” But the 
cnpoon made fails to note that the pc- 
'ure is of a routine scheduling meeting 
■n Nov. l J. weeKS before Whitewater 
lad become a maior issue. 

To put the photo on the cover, out 
of context, and not note in the capoon 
when it was taken, is outrageous. ’ savs 
White House press secretary Dee Dee 
Mvers. who was cropped out at the pc - 
ture. SI* compiatned in a letter to Man- 
ning Editor Jon Games that Time "<fid 
not have our pemusaon" to use a pic- 
ture that "will likelv mislead vour read- 

iTS." 

Time spokesman Robert Pnodisao 
jvs there was no ntent to deceive. "In 
retrospect it might have been a good 
iuea to date that pnoto." he savs. 
'Hut s a Lair cnoasm. But. he savs. "I 
ton t think the readers ot Tune expea 
’he cover photo is gang to be a repre- 
sentation ot that event." 

McNeelv says the White House 
loaned Time aoout two dozen pictures 
m January tor a photo spread on Clin- 
:ons first war. .’\s it turned out. Time 
idn't use me pictures ana shut Ns own 

:.4CW. 
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Top. the Time magazine cover that 
irfced the White House, and below, 
the original ohoto showing Oee Oee 
Myers and George Steonanopouios 
with President Clinton. 

The borrowed photos are not tor 
detune use." McNeelv savs. Thev are 
rovwed at taxpayers expense tor a 
permr storv. Thcv know that." 

McNeelv s assistant. Brad Smith, 
.tvs he told Time pnoto researcher Jay 
Lofton the pictures had to he returned. 
'Vhen thcv weren’t. Smith savs. he left 
cofton a voce-mail message asking lor 
’heir return. 

Time staffers sav thcv figured the 
White House would never aiiow the 
lihoto to be used with a critical White- 
water storv. I knew thev wouldn't be 
rhnlled with this." Stephenson savs. 

Stephenson savs she is sorty tor anv 
rrusunderstandmg but is hanging on to 
ihe photos. "We fullv mtend to keep 
them and use them. ' she savs. 

Footnote: White House officials arc 
,-jso mad at Newsweek for its errone- 
,«us report, since retracted, that HiDarv 
Clinton put up no monev tor the com- 
modities trading that netted her 
>99.000. A Newsweek request for an 
•nterview with the First Couple was 
'ornotlv vetoed. "1 <»uidn t believe 
lev aid the auaaatv to asu.' «>ne om- 
talsavs. 
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Vallowinq in Scandal 

Vhitewater mav De aii over tne air- 
aves inese navs. cut it's -iUii no vva- 
rgate. i'.e v. cuter vr Media .u«i 
biic Avoirs sjvs me tnree iK-twnnc 
/rung newscasts oc voted t;ir more 
me to tne Watergate scanoai wnen it 
xst Deean to taxe on. 

•V'atergate. oi course. Deean warn an 
ctuai crime — me so-caiied "third-rate 
urgiarv at Democratic heaaquar- 
ers — while Whitewater remains a un- 
tie ot allegations aoout the Clintons 
vrkansas aeaimgs a necaoe ago. 

During the first three weens ot 
Marcn. the center round. ABC. CBS 
ind NBC aired 86 Whitewater-retated 
tones, an average or 4.3 each mgnt. 
In April and Mav 1973. as the Water- 
gate coverup was being linked to the 
Nixon White House, the netwoncs av- 
eraged 13.4 stones a night. That 
topped the 12.9 stones a night on the 
Iranoontra scandal m late 1986. 

Whitewater is "not reaiiv comoara- 
ble to the Watergate and Iran-con tm 
feeding frenzies." says Robert Lchter. 
'he center's director. But there tus 
been such tremendous growth in caole 
rations and other media outlets since 
he '70s "that it teeis like another Wa- 
ergate.' 

Odtfiv enough, given the damaging 
nature of the story, the newscasts 
ured roughly the same number of posi- 
tive and negative comments about 
Clinton and his aides. This, savs Lch- 
fer. reflects the fact that administration 
ffiaals have been out m force deferri- 
ng the president, compared woh a 
iandful of Republicans on the attack. 
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Clinton Echoes a Familiar Lament: Good Hetp 
Is Hard to Find — EsDecialW Amons Friends 



A AbiilNG i'UN M .v ti.Hj. ir.is is . 
■lluva i n. **:o president roarea to i 
:enuiv journalist. : have no irourne wun 
iv enemies, aut mv oamn trienas 
:iev re me ones mat Keep me walking tne 
.oorat ntgnt. 

rite presiaent was Republican Warren 
.. Harding, enmesned in wnat came to be 
•mown as me Tea- 
ot L'ome •ii-re- 
•rves canaal 
• irlv :n I '.‘23. But 
he sentiments are 
is up-to-date as me 
Whitewater Devei- 
•pmeni O. over 
ind • iver .gain, 
presidents get into 
trouble because of 
the actions of their 
-losest associates 
•vithin the govern- 
ment. not from evil 
■rces outside. 

: happened to poor Harding; no died in 
••flee, uroken ov the scandalous behavior 
i associates he trusted. Nixon was oe- 
•rayed by his own people in Watergate. 
iavs James Pfiffner. a political scientist at 
< Jeorge Mason University and a specialist 
m White House staffing. Reagan was 
betrayed by his own gung-ho zealots in 
Iran-Contra. " 

Now oid-timers who have served in 
-artier white Houses and academicians 
who studv the presidency worry that once 
again a c hief executive is being pooriv 
erved bv his own people. Its the same 
•id thtng in Whitewater. ’ savs Mr 
Pfiffner. 

And the staff problem this time seems 
worse than a lot of those that gave Mr. 
linton s predecessors headaches. 

What we re seeing here is not just a 
uad White House staff.” -avs Horace 
Husby. a special assistant to. and speech 
writer for. Lyndon Johnson. I suspect this 
wouldn't even qualify as a good staff in 
Little Rock. " 


Evidence Every Day’ 

You can see evidence every dav in this 
White House of the proolems poor statfing 
leads to. ' avs Fred Greenstein. a presi- 
dential historian at Princeton University. 
This is a very loosely organized presi- 
dency. to sav the least. ” 

of course, it s almost always at least 
:>artlv the president s fault. He’s the one. 
•iter ail. who gave these jieopie their jobs 
ii the nrst place. 

Mr. Clinton nas accepted the resigna- 
•m oi his White House counsel. Bernard 
'.ussbaum. and watched as a trusted 
■fiend. Webster Hubbell. the No. I office- 
holder at the Justice Department, returned 
•i Arkansas to contest allegations that he 
•veroilled clients at his - and Hillary Rod- 
im Clinton s — -M law urm in Little Rock, 
•k. Arm now anoiner White House law- 
t. William tu-nnedv ill. is in mmole. »!•■ 

- is sirinpim me oiner nav <u most ot his 
Hies in-cause ••! suggestions lie had con- 
• aied iniormaiion about (laying .social 
•turuv i axes lor a nannv in issi. 

• incent Foster, another partner in the 
:i»se Caw Firm in Little Rock, serving in 
tie White House as deputy counsel, coin- 
lilted suicide. 


. neciai -aisei. :. oeri i- -m-. ...j 
gun an muuirv not oniv annul me tan- 
-tea nnanciai aiiairs <>i Mr. ci.nton ana 
ne nrst ladv but aoout me roie ot me 
rst couples White House associates in 
rving to guard them irom possible aam- 
-ge. in a numoung exercise, lovai White 
House staifers have oeen called, one alter 
mother, to testify betore a grand iiirv. 
Delicate Matter 

There is nothing more delicate in anv 
modem presidency than the staffing oi the 
White House and the establishing of a 
■ ham of command to bring matters ot 
mportance to that desk in the Oval 
- 'ffice wnere the buck, indeed, does finally 
-top. Incredibly, during the transition. Biil 
• linton. a rank outsider with no Washing- 
ton experience, gave little thought to 
•other. 

The transition team doggedly re- 
searched the problems facing the cabinet 
departments and all the federal agencies, 
from Action to the Voice of America. But it 
neglected the White House itself. 

Mr. Clinton, in an interview in the Los 
Angeles Times last summer, acknowl- 
edged that he probably made a mistake in 
putting all of his experienced people in the 
cabinet. The result, he said, was that "the 
White House staff substantively had very 
little Washington experience. 

Whafs happening now is partly a result 
if that miscalculation. 

The White House staff is the key to 
••very presidency. ” says former Sen. How- 
ard Baker, wno served as President Rea- 
gan s chief <»f staff in 1987 and 1988. 

following the Iran-Contra scandal. You 
can t get anywhere without a strong staff 
made up ot quality people. 

It didn't help that the supercharged 
< lintomans. many ot them aggressively 
self-confident, went out of their wav to 
make sure that no one wno nad wonted lor 
Jimmy Carter got a maior juo at tne White 
House. 

And so the kids, me young people 
who worked in the campaign, and the oid 
pals from Arkansas came flooding into the 
White House ano the Executive office 
Building, at much the same wav as 
ihe "Beaver Patrol showed up to work tor 
Richard Nixon. Mr. Clinton capped this 
igeot innocence ov choosing as his chiet of 
staff Thomas Mack McLarty. whost 
previous political experience was litmtea 
to a single term in the lower nouse ot the 
Arkansas Legislature. 

I don t think." says Mr. Greenstein. 
that Bill Clinton nas ever understood 
what stalls are for. 

'Brilliant Stroke’ 

To make up for his lapses. Mr. Clinton 
finally felt the need to hire a much-traveled 
Republican. David Gereen. to try to bring 
-ome coherence to the White House mes- 
sage. and a grizzled Democratic legend. 
!.vnn Cutler. to add credibility »<« me 
•unset s office. 

Hut In* nas never sermusiv dealt won 
•ie question oi lines oi auinortiv. « 'igam 
ition reailv does matter ;n ihe modern 
presidency, md nothing matters more 
man picking a smart, shrewd, lough cniei 
•i staff. Manv experts attribute President 
Reagan s euriv success to his derision m 
hire James Baker, meone nr naretv 
knew, as ms chief ••! siaif. !: was a 


; nu v .::er a r < kv -• 
i "iii trend. .. naia Kumsieiu. 

".;ei •[ stall. ,.r.a he was .'••llowen ■ 
.;chara Chenev. !»v the ena oi his time >•• 
nice, avs Mr. Greenstein. " ra w ,s 
•inning a orettv cooa White House. 

-ame sort oi thine naopenea wun Jmimv 
Carter. When Jack Watson settled m as 
hief of staff, succeeding Hamilton Jordan, 
mines began to move a little more 
.moothlv. 

But. getting the neht kind of chief of 
staff is a ticklish business. In modern 
presidential history, four cmefs or sian 
have been forced to resign in vamng 
legrees of disgrace - Gherman Adams ror 
President Eisenhower: H.R. Haldeman for 
President Nixon: Don Regan, successor to 
Jim Baker, for President Reagan: ana 
John Sununu for President Bush. 

With the exception oi Mr. Adams - he 
•vas forced to resign because he accepted a 
vicuna coat — the problem seems to have 
been that thev became too dommeenne 
After all. Mr. Haldeman. with his sidekick! 
lohn Ehrlichman. earned the nickname 
"he Berlin Wall." Mr. Clinton ooesn t 
i have this kind of problem, 
i Line or Authority 

| There s nothing to indicate that Mr. 

: Clinton gave much thought to picking his 
, rh,ef of even though the appointment 

j would mean so much to his presidency. 
Washington is filled with veterans of this 
line of work. They start with 79-vear-oid 
! Gen. Andrew Goodoaster. He served Ike as 
| a staff secretary, and he can recall with 
j extraordinary clarity just how that highly 
efficient White House worked. I wouidn t 
know how to run the White House without a 
strict line of authority.” he savs. 

By all accounts, the trouble with Mr. 
McLarty is that he isn’t domineering 
•■nough. "He’s not really a chief of staff at 
Ml.” - i vs Mr. Greenstem. He .mesn i 
•vive mat kind oi nower. in mis White 
House, there are no clear lines ot author 

•tv." 

lie seems to be a nice, gracious guy. 

- avs Mr. Pfiffner. But. being Bill Clin 
ton s chief of staff mnsi hi- m awmllv 

’ough job. He's got three power centers to 
•leal with - Clinton. Mrs. Clinton and Vue 
President Al Gore. It's a tough Whitt 
House to impose order on. 


-*T- 
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Analysis Done for Clinton ’92 Campaign 
Questioned Whitewater Tax Deductions 


!iV V IVETA N-'VVK 

.air Rcoorttr of Tiir. W*i.l a rnrET Joirnal 

WASHINGTON - A draft analysis ot 
Whitewaters finances prepared for the 
Ointon presidential campaign suggested 
that Bill and Hillary Rodham Clinton 
may have taken improper tax deductions 
:n 1979 and 1980. 

A report released by the campaign in 
March 1992 showed little more than that 
the Clintons lost about S68.900 on Whi- 
tewater Development Co. and that they 
had understated their tax liability for 1984 
and 1985 by a total of S5.133. The Clintons 
filed amended returns for those years ana 
paid the back taxes with interest. 

But the draft report, which was never 
made public, raised the possibility that the 
Gintons owed additional taxes for two 
earlier years. The report was prepared for 
the Clinton campaign by the Denver ac- 
counting firm Patten. McCarthy & Associ- 
ates Inc. at the request of James Lyons, an 
attorney and friend of the Gintons. 

Loan Payment in 1980 

In 1980. the accountants wrote in the 
draft, the Clintons took a deduction of 
$9,000 for a payment on the original Whi- 
tewater loan trom Citizens Bank & Trust. 
Flippin. Ark. "We question whether the ' 
amount claimed was. in fact, principal and 
not interest." the draft said. If the pay- 
ment was on principal, the Clintons im- 
properly reduced their taxes by $4,816. the 
draft said. 

"We do not have the records to finally 
resolve that question ' of whether it was 
principal or interest being paid down, said 
David Kendall, the Clintons lawyer, in an 
interview yesterday. The Clintons be- 
lieved it was an interest payment, they 
paid it as such, and we have nothing to 
impugn that.” 

Mr. Lyons said in an interview yester- 
day that "you have to remember overall. 

we didn't have all the records We did 

the best we could with what we had. 
Besides, he added. "Whether they put in 
nine grand in principal or nine grand in 
interest didn't really make any difference 
for the purpose of the report - which was to 
determine whether the Clintons were at 
risk in the land deal, whether they were 
involved in its day-to-day operation, and 
what happened to whatever money they 
put into the land venture. 

The draft report further complicates 
;he White House s efforts to put to rest 
questions about the first couple s tax liabil- 
ity. Previously, independent tax account- 
ants have challenged other aspects of the 
Clintons interest deductions dunng the 
1980s. 

In the draft, accountants also wrote 
that in 1979 the Clintons took a *2.900 
deduction for what appeared to be a 
contribution of capital, not an interest 
payment, resulting in a tax reduction of 
SI.S56. According to Mr. Lyons, the deduc- 
tion was actually for $ 2 , 100 . which is 
reflected on the Clintons 1979 tax return, 
tnd he ana others working on the matter 
Apre able to establish that u was nroDenv 
i ken tor interest paid. 


Mr. Clinton last ween saia the amount 
ne couoie lias maintained tr.ev lost on 
Whitewater. ^68.900. should be lowered bv 
^22.200 because he misattnbuted a per- 
sonal’ loan to Whitewater. He also said 
hesrouid pay any bade taxes that he might 
be found to owe with respect to Whi- 


tewater, . . 

The draft of the Lyons report - which 
runs to more than 25 pages, compared 
with five in the final version -also contains 
far more information about Whitewater s 
finances, detailing payments made into 
md out of Whitewater s account by various 
other real-estate ventures related to James 
McDougai. the Clintons partner in Whi- 
tewater. The amounts going into Whi- 
tewater's often-overdrawn account were at 
times sizable. 

Transfers Termed ‘Loans’ 

In the draft Lyons report, the transfers 
are described as loans. ' although it ap- 
pears that no interest was ever paid on the 
amounts. In mid-1991. Whitewater still 
owed the other companies about S80.000. 

The Clintons were aware of at least 
some oi this activity. In 1978. the Gintons 
made a payment of S10.131 to one of the 
. ompanies. Great Southern Land Co., 
which the White House says had made a 
Whitewater loan paymenL 

The transfers from the other companies 
appear to be related to a check-kiting 
scheme that was alleged in a criminal 
referral by the Resolution Trust Corp. to i 
i he Justice Department in September 1992. , 
In documents released last week by Rep. | 
James Leach i R.. lowai. memos written by j 
senior RTC investigator Jean Lewis refer 
•o "a massive check kite" involving about I 
$1.5 million shuttled between entities con- | 
trolled by Mr. McDougai and his business j 
partners, including Whitewater. j 

The Clintons were reportedly men- I 
uoned in that referral, though not as i 
targets of the investigation. More than a I 
year later, the Justice Department de- i 
< lined the case due to "insufficient tnfor- i 
mation. I 

Separately, Rep. Leach expressed con- 
cern that an RTC reorganization initiative 
may cramp the independence of regional I 
.ffices that have pressed for Whitewater : 


nvestigations. 

Last Fndav. RTC General Counsel El- 
en Kulka issued a memorandum placing . 
egionai investigators under the direction 
•i the RTC legal division in Washington, 
rhe directive was issued the day after Mr. 
.each asserted that RTC headquarters had : 
ned to interfere with an investigation by ■ 
he agenev s office in Kansas City. Mo.. . 
regarding Whitewater and Madison Guar- t 
inty Savings & Loan. 

Ms. Kulka. RTC Deputy Chief Execu- : 
live John Ryan and others cited in memos i 
released last week by Mr. Leach have s 
denied anv effort to interfere with the i 
Kansas City investigations. Ms. Kulka i 


-Kenneth //. Bacon amtnbutert tn this 


rrirlc. 


Worked Through the Issues' 

"What you have is a draft document 
that was sent to me before we had com- 
pleted our analysts." Mr. Lyons said. "We 
worked through the issues to our satisfac- 
tion. so we were able to conclude as we 
did." 

Drafts of the Lvons report have been 
i umed over to Whitewater Special Counsel 
‘obert Fiske. 


BLAME GAME: Hinton aides blame 
Deputy Treasury chief Altman for White- 
water-probe leaks about Stephanopoutos s 
. alls to Treasurv. one otficial wno has been 
subpoenaed snipes that Altman is .“it to 
protect himself bv pointing fingers at others. 
Altman vigorously insists he isn t the source 
.t leaks and vows to stav on. 


-I r- 
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Treasury Aide 
Denies Pressure 
To intervene 
InS.& L. Case 

Bv STEPHEN LABATON 

WASHINGTON. Marcn .11 - A sen- 
:or Treasury official told a Federal 
-trand lurv here todav that he did not 
relieve ne was being pressured bv (he 
White House to intervene in an inves- 
leation oi the savings anu loan at the 
bean ot the Whitewater case, people 
involved in the mquirv said todav. 

Last week the White House ac- 
knowledged that George stephano- 
pouios. a senior adviser to President 
Clinton, called the Treasury otficial. 
Joshua Sterner, on Feb. i 5 ana angrily 
complained about the decision of a 
regulatory agency to hire a former 
Republican prosecutor. Jav B. Ste- 
phens. to investigate the collapse ot 
(he Madison Cuarantv Savings and 
Loan Association. 

Mr. Mepftanuoouius s contact with 
he Treasury is now unucr invcsuga- 
lon ov Hubert B. Fiske Jr. the spe- 

• tal prosecutor in the Whitewater 
use. ahu bv the White House. 

But todav Mr. Steiner, chief of stalf 
'i Treasury Secretary Llovd Bentsen 
md a close friend of Mr. atephano- 
poulos . told the grand turv that he 
ad not mink the White House aide 
had pressured him. people involved in 
•he case said. 

Two Hours ot Testimony 
Mr. Mcohanonooios has said that 
'lie was merely blowing oif steam in 
•he conversation with Mr. Steiner, 
other ' linton Administration offi- 
cials and lawyers have said that Mr. 
Stephanopouios asked Mr. Steiner it 

• he hiring was final" or wnethcr Mr. 
Sieohens could be replaced. No evi- 
Icnce nas been tounu to indicate that 
Mr. smmer or anv oiner iioasurv 
•iftnals tong steps to have Mr. Ste- 
phens removed. 

F merging trom a two-hour session 
liefore the grand mrv in Washington 
this afternoon. Mr. Steiner declined to 
disclose ms testimony, wmch was 
held in private. He has already pro- 
vided F<-lerai investigators with a 
diary that contains detailed accounts 
if his conversations won ihc White 
House and other officials uooui me 
investigation oi .Madison bv the Reso- 
lution Trust Corporation. 

The corporation, a Federal regula- 
tory agency created in J*Jh9. is re- 
sponsible tor me savings and loan 
bailout Last month it retained Mr 
Stephens, a former United States At- 
torney in Washington. Madison was 
run and owned bv James B. McDou- 
-jal. a business partner ot the Clintons 
in the Whitewater Development Com- 
pany. an Ozarks real estate venture. 
The Resolution Trust Corporation 
md Mr. Fiske arc investigating 
•vhethcr me ' a vines issocianon 
nadc anv improper loans m cither 
'•'hitewater **r Mr. < latinn s i •H4 
unnaiun lor r «• -lection as t inventor 
i Arkansas. 

Mr. siephcns lias l>cen , imoliclv 
• rmcal oi the Administration, partic- 
olarlv since ihe Justice Department 
■isl vear reiectcd his request to re- 
oatn as Limed .states Attorney to 
•neiude us investigation m Repre- 
••ntaiive Dan RustcnKowsKi. ilio t.lii- 
ago Democrat who heads the House 
•'•tvs .mu Means t ommniee 
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Collision of Two Views 
Raises Serious Question 
on Whitewater Affair 


■ Inquiry: RTC civil servants and White House aides saw their actions 
surrounding the hiring of partisan lawyer Jay B. Stephens as normal. 


By JAMES RISEN 
and RONALD J. QSTROW 
nun staff warms 

W ASHINGTON -At the urae. career 
civil servants at the Resolution Trust 
Carp, wanted most to avoid being second* 
guessed in their probe of a failed Arkansas 
thrift with links to President Clinton and the 
Whitewater affair. So it seemed natural to 
hire a former federal prosecutor, a Re- 
publican. who would never be accused of 
taking a dive for the White House. 

But what senior White House aides want- 
ed most was to protect Clinton from more of 
what they considered unfair attacks by 
bloodthirsty Republicans and overrealous 
journalists. So it saemeo natural to react with 
anger when they learned that the investiga- 
tion would be headed by one of the most 
openly cnucal. partisan lawyers in the 
capital. 

F rom the collision of those two viewpoints 
has come one of the potentially most 
serious elements in the tangle of questions 
and accusations surrounding Bill and Hillary 
Clinton s Arkansas land deal. 

The reaction of two senior While House 
aides to the appointment of former U S. Ally 
Jay B. Stephens to handle the RTC investi- 
gation of Madison Guaranty Savings 4 Loan 
is now part of special counsel Robert B. 
Fiske Jr.'s expanding probe into the Clin- 
tons real estate investment and related 
nutters. 

Fiske now is trying to determine whether 
Clinton adviser George Stephanopoulos im- 
properly attempted to reverse Stephens 
hiring by pressuring Treasury Department 
officials, who were temporarily overseeing 
the RTC. In theory, that could amount to 
obsirucuon of a federal agency proceed- 
ing— a felony under federal law. 

Whatever the legal outcome of this phase 
of Fiske s investigauon. Stephens appoint- 
ment and the Administrauon s reaction is a 
quintessential tale of the way politics and 
Washington s career bureaucracy inter- 
act— a story of the defensive fears and 
anxieties that sometimes do more to drive 
events than aggressive plans or ucucs. 

RTC officials say they never anticipated 
that their decision to hire Stephens would 
horrify senior White House aides— and ulti- 
mately add another layer of intrigue and 
controversy to the Whitewater affair. 

The regulatory agency will not acknowl- 
edge publicly that it has reopened us 
'one -dosed probe of Madison, the defunct 
avings and loan at the center of the 
Whitewater affair, or that Stephens has been 
retained to head the investigation. But the 
sequence of events that led to the hinng. and 
the reasoning on which it was based, were 


revealed in interviews with agency sources 
who spoke on condition of anonymity. 

Under pressure from Congress to move 
quickly on the Whitewater-related investi- 
gation. the RTCs legal services committee 
rapidly approved a contract hinng Stephens 
and his San Francisco -based law firm in 
early February. Certain that the probe 
would be scrutinized by Congress and the 
press. RTC officials were eager to hire a 
farmer prosecutor who could meet the “very 
rigorous standards required by this case." 
one source close to the investigation said. 

RTC officials saw in Stephens an experi- 
enced and zealous prosecutor with strong 
credentials in SAL cases: he was already 
handling another case for the RTC involving 
a failed thrift in Virginia. 

The White House, however, saw only a 
political enemy. 

Although it may have been news to some 
RTC officials, the enmity between Stephens 
and the Clinton White House was hardly a 
well-kept secret To political Washington. 
Stephanopoulos' anger over Stephens hinng 
was understandable. 

Stephens had been fired last year by Attv. 
Gen. Janet Reno-along with other Republi- 
can U.S. attorney holdovers from the George 
Bush Administration— just as he was trying 
to assemble a prosecution against House 
Ways and Means Committee Chairman Dan 
Rostenkowski (D-Ill.). a close Clinton ally. 
Stephens then made an abortive run for the 
Repuoiican nomination for the Senate in 
Virginia, and made surprisingly detailed 
comments about the conunuing Rosten- 
kowski probe. 

Stephens suggested at the time that poli- 
tics played a role in easing him out. He was 
only 30 days away, he said, from making a 
cnucal decision with regard to the resolu- 
tion'* of the House post office investigauon. 
the prooe that involves Rostenkowsxi. 

The issue will be whether or not the 
ultimate decision in this case is somenow 
unnecessarily impacted by political consid- 
erations. ' Stephens said. 

S uch comments had prompted the Dtstnci 
of Columbia Bar Assn, s board on profes- 
sional responsibility to look into disciplining 
Stephens. One source familiar with the 
matter said the inquiry has since been 
ctoaed. But a r epre s entative of the board 
declined to confirm or deny the action, 
saying alt ethics matters are confidential 
unless they result in suspension or disbar- 
ment. 

RTC officials insist that, although thev 
ured Stcohens ana his law firm humeoiv. 
• hev followed proper procedures. 

With the statute ni limitations on tne 
Madison case set to expire at the ena of 
Februarv— and with congressional interest 
:n it growing— too RTC officials moved to 
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"reasury Chief of Staff Josnua Steiner ar- estifv Defore a grand iury nearing evi- 

rives at U.S. Distnct Court on Thursaav to fence in the Whitewater investigation. 


reopen their civil investigation. The ><&L 
had been seized bv regulators in 1989. at a 
cost to taxpayers of at least $47 million KTC 
officials say tnev were satisfied wun their 
original investigation of :he firm lor civil 
violations out were unuer pressure nv C in- 
gress in the hothouse environment >t me 
Whitewater affair to r«*ooen me rase .it a 
•.:me w nen Fiske was conducting ni.< < rirra- 
nat inquiry 

T op KTC officials toid staffers to rusn me 
case througn the svstem so tnev would 
he prepared to take legal action and to testify 
before Congress aoout the matter 
RTC attorneys gathered in me agenev s 
Kansas Citv office and scrambled to gamer 
long-stored documents. Needing quick legal 
idvice from jn outside counsel jireaov 
famuiar with such invesueattons. the agency 
■ urned to Stephens. 

other attorneys n his firm— P'Hsburv. 
Madison & Sutro— *ere nrcaov handling 
~.e KTC r.ign-nrotiie .igair..:i .. :..;:eu 
'&L in Arizona wun i.hks to Keouoiican 
lov. Fife Symington. "tonnens. a no was 
tired ov the firm in January, t-egan wont on 
re Virginia thrift case for tnc KTC ..iinost 
rnmeoiuiciv PiUsburv. .n oid-lme "an 
Francisco firm, was aircaav >:«>ing af>oiu $2 
nillion in annual billings wun the KTC 
before offering tnc contract to I’lHsburv. 
LTC officials knew mat Stepnens uomu fie 


• ne leau partner on the Madison case. 

When rows of Slepnens hiring reached 
ne White House, the reaction was fierce and 
mmeaiaic This was a wow. can you 
. eueve mat!" ue Administration official 
aid. So on Fob. Jo. sources sav. Stephan - 
oouios .nu Dooutv White House Chief of 
-tuff Haroid M Ickcs expressed their con- 
<*rn.s in a telephone call to Deputy Treasury 
"ocreiarv Kogcr Altman, then acting neaa of 

• nc KTC 

Mepnanopouios denies mat he raised the 
-sue with Allman out acknowledges mat he 
ailed his nose friend. Treasury Chief of 
Staff Joshua Steiner, later mat day ana 
.sited wnethcr Stephens hiring could be 
'eversea. Altman anu Steiner reouifed Step- 
nanopouios. Treasury officials sav 

A Treasury -ookesman stressed that ‘nei- 
ther Mr Altman nor Mr. Steiner made 
mv utcmoi to contact or influence the 
VTC" uout stoonens hiring, on Thursday, 
••vft, *r ••<•ir.cu it Washington before : 
•ranu ’.rv ••••aring • . idencc •• r <kes 
'Vhitcwater investigation, une of j dozen 
linton Administration oificiais .cjoooenaea 
■ v F-kc. >'.t’incr declined to comment to 
-nortery as ne entered the courtnousc 
Steiner *oot a uarv mat included notes 
about ••.:• pnonc ■ '.-nversation. ana these 
:»ote.s n.ive now wen turned over to Fiske. 
nircey -.iv 
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T HE TIMES POU . 

Californians' Approval 
of Clinton at High Point 


u cahileen decker 

•MtS POIITICM. WRITER 

Despite the swiri of controversy 
•ver the Whitewater land deal and 
•oncerns over ms health care plan. 
Preswent Clinton now has the 
highest approval ratings in Califor- 
nia seen in anv Los Angeles Times 
poll since his inauguration H 
months ago. 

Fifty -eignt percent of Californi- 
ans said thev favor the way Clinton 
:s handling his »o. a 7 -point jump 
from October. And a nse in the 
positive endorsements earned 
across the board: Among regis- 
tered voters. Clinton's popuiamv 
rose 10 points to 39%. Even 36% of 
Republicans said they approve of 
his handling of the presidency, up 
from 21 % in October. 

The increase comes as the Presi- 
dent ana. bv extension, his Admin- 
strauon. arc enmeshed in debate 
over tne First Family's long-ago 
Arkansas land investments and an 
independent counsel s probe of the 
deals and related matters. The poll 
does show that, regardless of the 
high ratings. Californians have not 
ignored the months -long contro- 
versy. 

The survev indicates that Clin- 
tons raungs would probablv lx* 
higher without Whitewater, since 
25% sav they look less favoraolv 
on him because of it. Further, the 
public is clearly confused about the 
issue ana it still has the potential of 
turning people against the Presi- 
dent. 

About a quarter of Californians 
said thev netieve the Clintons have 
engaged m wrongdoing, another 
quarter say thev have not. and the 
remaining half say they don t know 

enough to form an opinion. Those 
who sav mev nave not come to a 
{inclusion anout Whitewater farm 
. imlwarK or Clinton support, fa- 
voring him 5t> "r - 13%. 

We re talking aooul sometning 
with the possibility to unfold.'' said 
lohn Urennan. director of the 
Times Poll. 

Clinton s tump in the ratings 
•jeeurrea not only under the cloud 
>f concern over Whitewater but 
also amid a weakening of statewide 
support for his health rare plan, 
the poll showed. 

Only 42% said they approve of 
the health care plan on which 
Clinton is planning to spend much 
of hts political capital this year— 
.nd that is down from 52% support 
ust October 

The percentage of people who 
disapprove of the Clinton pian has 
risen, to 28% this month from 22% 
•n October 

The Times Poll surveyed 1.608 
adults between March 26 and 29. 
Included were 1.211 registered 
voters. The overall sampling error 
s 2 points in cither direction. 

(~ast Octobers Times poll was 
•aken well before tne explosion of 
publicity about the Whitewater 


THE TIMES 

POLL _ 

interim. Brennan said, it » 
blc to determine whether the cur- 
rent 58% approval rating * Um- 
ton’s high-water mark or whether 
it represents a lessening of pnor. 
unpolled support. Muonai 

poll! have also shown Clintons 
popularity on the nse. 

C linton is clearly demonstrating 
strength in the nation s most 
important electoral state. Th« 
President apparently has benefit** 
from hH close attentKm to Cahfor- 
nia. which he has visited 10 tunes « 
once his January. 1993. inaugura- 

t *Ointon and other Administra- 
tion officials have been particular- 
ly visible since last * 

Northndge earthquake, and that 

level of attention is proh^P™' 
viding continued political benefits. 

Brennan said. 

A Times poll of Los Angeles 
County residents taken the week- 
end after the quake showed that 
73% supported Clinton s handling 
of the disaster. In the most recent 
pail. his overall job raung in Us 
Angeles County was a healthy 

°ainton is also likely to be bene- 
fiting from increased confidence 
about the economy. The poll 


showed that Californians are now 
more posiuve about me jute* 
economy and their own pocket- 
books than they have been in 

y *A^ the same time. Californians 
..h.fi<Hl ihnr views about 


which political party is best suited 
to solve the states proolcms. Al- 
though that judgment went bv a 
paper-thin margin to the Republi- 
cans in October — 12% to 20% — : he 
adva ntag e now rests with Clinton s 
party. 37% to 31% 

Whatever their narucular rea- 
sons. almost .ul voter croups ex- 
pressed more support for Clinton s 
handling of the presidency than 
they had previously. One exception 
was rural residents, whose 56%- 
14% positive hi to aoproval m Octo- 
ber droopen to a 4 1% ■'>■}% nega- 
tive rating m Marcn. 


A m ine i 'intuit - • re » • nstitir 
ci lines — .democrats. • .r-erais. 
\fncan Americans. moderates ar.u 
women — ms approval ratings were 
eonststcntiv neiicr. riven tnose not 
naturaiiv inclined to i<tok k:nolv on 
• linton were inure -'itiporuve >•' 
nun tnan tnev hju been in « *ctoot*r 
Thirtv- -even percent of conserva- 
•ives. tor example, favorcu Clinton. 
:d from I .*.4. laii 


mater.- :i> ■ n-mete-: "v « - 

Canton : < at v. "-vo ^ : 

■oec live canuiuatcs ' • .nout mo 
-ame margin us no won California 
i.v in 1992. 

Askeu wnetner thev would sud 
port Clinton, independent Ross 
Perot or Republican Sen. Bob Dole 
jf Kansas in a 1996 presidential 
election. 30% of registered voters 
said Clinton. 30% sided with Dole 
ana 16% with Perot. In 1992. 
Clinton won 46% of the California 
vote, with 32.6% going to Reouoli- 
can George Bush ana 20.6% to 
Perot. 

His hypothetical victory aid not 
have coattails amid the fickle Lull - 
forma electorate, however. Twen- 
ty percent of registered voters said 
that Clinton's endorsement of a 
candidate for governor. I’.S. Sen- 
ate or Congress would make them 
less tikelv to support that canai* 
date. Onlv 9% sum thev wnuid tie 
more likely to support a Clinton 
endorsed candidate, and 68% said 
it would have utile effect 
The strong job approval ratings 
did not translate into concurrent 
s import of Clinton s explanations 
about Whitewater. 

The President has said that nci- 
iher ne nor nis wife. Hillarv Rod- 
ham Clinton, did anything wrong 
when they invested in the White- 
water development in the iute 
1970s. In the poll. 26% said thev 
believed there was no wrongdoing 

by the Clintons, about the same as 
the 27% who believed there has 
iieen wrongdoing. 

<)f the latter, oniv 15% charac- 
onzea the wrongdoing as ■ seri- 
ous. ’ 

Tne bulk of the respondents. 
47% . said they did not know. 

Despite the uncertainty obvious 
n those answers, residents were 
more clear-cut in describing how 
•ne Clintons involvement in the 
real estate deal affected their feel- 
ings about the President. Only 4* 
felt more favorable about him 
while 25% fell less favorable, a net 
so ss to Clinton. Sixty -nine percent 
said Whitewater had no impact on 
their feelings about Clinton. 

Most people said that the Chn- 
ons are cooperating adequately 
with investigations into the White - 
water matter— 61% of all Califor- 
nians believe so. as well as 63% of 
registered voters. 

Although that question nas not 
been asxcd orevtousiv of Californi- 
ans. it was mciudea in a national 
" me* non taken in Januarv Then. 

: 7% ■ ; rrsDonacnts said that tr.c 
sntons were roooerating — -ug- 
nesting mat the White Houses 
ccent efforts to aopear more con- 
uatorv nave taken hold. 

rorvhrW «*> 

ratr pAtd • . • 
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. v.rurreiv. -.'se i.sud * 

- • v .»» — r rv.gn-prsoruv nun 
.% mm • ..r.-.on campaigned ana 
•. wmcn ootn r.c ana his wife have 
-kcu mucn oi their oopuiamv 
•: tnc 43 'T* wno approvea of the 
an. mv !*>D- icscnnea their 
loport as strong, in Octooer. 52*c 
iiproveu. l'.)fr strongly, Of the 
S 1 '’- a no utsaoprovea of the pian. 
.7T lescrtoea their opposition as 
rnong; • triober. M^e disap- 
fyven. 20'D strongly. 

The numoers are consistent with 
•iew national noil, which snowea 
jDport for tne Clinton neaith care 
•nan at an ail -time »ow of 42*^. 
According to that ABC/Washing- 
an Post poll, taken Marcn 25-27. 

< A Americans disliked the 
'linton oian. 


THE TIMES POLL 

State Thinks Highly of Clinton 

Despite the drag of Whitewater and growing aoubts aoout ms 
health care plan. President Clinton s approval score among 
Californians is the hignest measured by the Times Poll since ms 
inauguration. 

■ Oo yoe ap prove or disapprove of the way Bill Clinton is handling his 
Joh? 



MMCN-S4 

OCT. -S3 

SOT S3 tUaCM SJ 

Aoorove 

58% 

51% 

50% 5 1 % 

Disapprove 

35% 

39% 

44% 29% 

Oon t know 

7% 

10% 

6% 20% 

■ Oo you approve of Clinton s health car# reform proposals? 


Marcn. 1994 


October. ,993 

Aporove 

42% 

Approve 

•52% 

Disapprove 

38% 

Disapprove 


Don i know. 

20% 

Don t know 

\6\ 

■ Are the Clintons cooperating 

o Have the Clintons engaged in 

adequately with the Whitewater 

wrongdoing in Whitewater? 

Investigation? 




Yes. . 

61% 

'es. . . 

2~" 

No.. 

26% 

NO . . . 

26 J/ - 

Oon 1 know 

5 3% 

Don't know 

47’ 


How the Poll Was Conducted 

The Times Poll interviewed 1.608 California adults, incluame 1 21! 
i registered voters, by telephone from March 26 through 29 Trlepnone 
numbers were cnosen from a list of all exchanges in the state. 

Random -digit dialing techniques were used so that listed and non listed 
numbers rouid be contacted. Interviewing was conducted in tncnsn jr-i 
Soamsn Results were weighted slighllv to conform with census ricur<‘< 
for sex. race, age ana education. The margin of sampling error for me 
total ana rcgisterea voter samoies is oius or minus 3 percentage points 
For certain omcr suo-grouos me error margin mav v.irv p.m results «■ 

*. jo oc jiiecteu ov mnor tactors suen as uuestion wuramc ar.-i m-.- r :*t 
::i wnicn nuesuons arc i»r**senie*i 
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ON THE NATION 

Media Stirring 
the Waves in 
Whitewater 


By Nicholas von Hoffman 

NEW YORK 

T he mass media is into ns binge- 
purse cycle again. The White- 
water scandal, such as it may be. 
has got the hacks, both print and 
electronic, in paroxysms of investiga- 
uve fury and fits of exaggerated re- 
portage. Hare and hounds we go. over 
the Arkansas countryside, in unbridled 
pursuit of the presidential couple. 

In due course, this excess will be 
followed by a great trooping to the 
journalistic wailing wall, where we 
shall see editors and reporters look at 
their handiwork and cry out. ‘Forgive 
us. we have sinned!” There will be 
remorseful seminars at the Schools of 
Journalism and those homd Centers 
for the Study of God Knows What, 
where the men and women of the 
media will disport in self- recrimina- 
tion as they delight themselves ana- 
I yang their professional faults and 
playing the guilt game. 

Binge-purge. No sooner have we 
recovered from the maniacally silly 
coverage of that dysfunctional couple 
of the year. John Wayne and Lorena 
Bobbitt, than the media hoses down 
the nation with Whitewater. Without 
missing a beat, we've gone from 
round-table discussions about wheth- 
er family newspapers should print the 
word for the male member to the 
great Arkansas fox hunt. 

Pending the switch to the purge 
phase, u remains for the rest of us to 
dope out why the no-longer-quite- 
so-august New York Times would run 
a front-page story telling ns readers 
that many years ago Hillary Rodham 
Clinton made herself and her old man 
a small pile ($100,000) speculating in 
pork bellies. Actually, it was cattle 
futures, but pork bellies sound better 
and are more in keeping with patron- 
izing evocations of razorbacks. Ozark 
music and barefoot hillbillies in bib 
overalls calling. "SooooeeeeeT 
The gratuitous story about Hillary 
Clinton's investments was nothing 
compared with CNN's wacky report 
taken from a right-wing newsletter, 
to the effect that the body of Vincent 
W. Foster Jr., the White House aide 
who killed himself, had been moved. 

Why are the once tonter mass -me - 
iia precincts leering and smearing 
with the best or worst of the tabs? 


:: oart. due to tne cnange in :no 
rtaracter <•! moaia ownersniD. i‘‘.'.e 
:ngie owners of tne Dast often, tnouen 
ov no means aiwavs. put their princi- 
ples ahead of profits. It's proolemauc. 
for instance, if the Washington Post of 
today— a publicly held enterprise— 
would have taken the risk of going 
ahead with the Watergate investiga- 
tions after the Nixon people had sig- 
naled thev would be going after the 
company : TV station licenses. But 
owner Katharine Graham and editor 
Benjamin C. Bradlee prized a certain 
kind of journalism more than money. 
They had a moral- vocational compass 
by which to set the newspaper s course. 

They oidn't have to convene a focus 
group to tell them what to print or. at 
least as important, what not to print. 
It’s questionable whether a swash- 
buckler like Bradlee would be ap- 
pointed to the editor's chair of a major 
newspaper today. Those jobs now go 
to suits with blank faces, people 
without internal gyroscopes who 
don't care what the public ought to 
know— only what thev will buy. 

Qrgo. television, publicly owned and 
commercially driven, puts on whatever 
is thought will snag viewers, and print 
journalism, even the elite dail i es, still 
unable to accept that it is no longer a 
mass medium, apes TV 

The monkey -see- monkey-do de- 
cline of the quality press can be seen 
not only in the s marmalade with 
which it slathers its pages, but in 
vocabulary and syntax. Compared 
with the up-market newspapers of 75 
years ago. the better journals of our 
era carry less serious news and often 
present it in the threadbare language 
of a high- school English book report. 

Under other circumstances, an un- 
conscionable mass media is held in 
check bv wnat it assumes is the outer 
limits of public tolerance. That toler- 
ance. as far as politicians go. is now 
limitless. In the last generation, the 
public has been inundated with books 
and shows depicting politicians as cra- 
ven. corrupt, scheming, criminal para- 
sites. The aggregate effect is to destroy 
the barriers that once restrained an 
all-loo-venal press from saying any- 
thing that comes into its head about the 
occupants of the White House. 

Alas. Bill Clinton hasn't helped his 
own cause. His and Hillary's spoof of 
the insurance industry 's ad was mildly 
funny, but surely there were two 
others in the White House who could 
do it if they were going to release it to 
TV. a President who clowns for home 
videos invites denson. It's one thing to 
be a man of the people, another to be 
the slob next door. 

Nicholas van Hoffman, a columwst on 
the Washington Post during the Water - 
gate investigation, ts author of “ Citizen 
Cohn.” a life of Ran Cohn, ana " Caxntai • 
lu Fools ’ fDoidMedaur 
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?ESCLur;ou riusr c crporahc^ 

Ki'Mrttme Ihrt ri\n 
Knlunnt I hr t milidrmr 


Sealed Bid 


Ferncrest Manor 
Nursing Home 
New Orleans, Louisiana 

Property is an operating licensed 
nursing home with a Certificate of 
Need issued for 214 beds 
Facility Capacity: 248 beds 

Bidders Seminar 
April 15, 1994 • 10 AM - 12 Noon 
Hyatt Regency, New Orleans 

This prooenv is aoDroonate tor all investors 
•nciuamg small investors or small investor groups. 

■ 7 TC saner financing will be maae available to 
ouaiitiea investors 

Revised Bid Deadline 
April 29, 1994-3 PM MDT 


To request a bid pacKaae. please contact: 
Marcus and Millichap * 

Senior Housing Division 


1 

-8 

EE 

- 882-8062 | 


Cooromateo bv me RTC Denver Sales Center ana 
Coopers & Lvbrana Marcus & Millie nap 
ana Assets One 

Event ID Number: 780-0117 
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Krsoltine I hr * riM> 
Knlormt I hr < nnliOriKr 


Real Estate Offerings 


April 1. 1994 


"‘>e 'onowma represents real estate onereo o vtnefITC nationwide tor immediate i 
saie on a competitive ok j oasis All properties are ottereo individually or in 1 
small pools, and are appropriate tor all Investor groups, including the » 
small Investor. Ail mauiries ana reauests tor additional information snouid Oe i 
! made directly to me individuals listed 


Sealed Bids 
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Financing May Be Available. Call for Details 

All events or* suoiect to cnanqe ana or cancellation at any lime 
r 8D - To Be Determiner) 
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Kesu4»me I he Lrisis 
Restoring I hc ( untidciKe 


Auction 


Approximately 

$ 18 , 000,000 

Northeast II 

Commercial Property & Land 


Prime Properties Located in: 

NJ • NY • PA • CT • MA • Rl • NH • VT 

Sale Includes: 

Prime Land Parcels • Office Buildings 
Apartment Buildings 
Condominium Developments 
Commercial Retail Buildings 
Individual Warehouse Facilities 
Small Multi family Units 

Over 90% :o be sold ABSOLUTE 
’o the hiqnest bidder regardless or price. 

Broker Participation Welcome 

RTC seller financing will be 
made available to qualified investors. 

These properties are being offered 
individually and are appropriate tor all 
investors including small investors 
or small investor groups. 

Somerset, New Jersey 

Auction: May 16. 1994 

Radisson Hotel Somerset 
Bidders Seminar: April 28. 1994 


Cromwell, Connecticut 

Auction: May 18. 1994 

Radisson Hotel & Conference Center 
Bidders Seminar: April 26. 1994 
For further information and free 
auction catalog *7056 call: 


1 - 800 - 522-6664 


Cooramatec 0 v the RTC Valley Force Sales Center ana , 

Mtitana Lean Services. l.P . ana Kenneav - Wilson. Inc. LSJ . 

Event 10 Numbers: 720-0223 and 720-0313 'ZAZST , : 
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Monday April 4. 1994 


Selected News Articles 

Fiske Is Seen 
Verifying Foster 
Killed Himself 


Office of Corporate Communications 


The Wall Street Journal 


Special Counsel Appears 
To Be Widening Scope 
Of Inquiries in Arkansas 


By Ellen Joan Pollock 

Staff Reporter 01 Tiik Wall smrrr Ji-i knai 

LITTLE ROCK. Ark. - Investigators 
looking into the Whitewater affair are 
expected to release a report this month 
declaring the death of White House aide 
Vincent Foster a suicide, according to 
lawyers familiar with the inquiry. 

The report, to be released by Special 
Counsel Robert Fiske. would lanreiv con 
firm earlier findings by the U.S. Park 
Police, the lawyers said. Mr. Foster s body 
was found in a federal park in Virginia in 
July. 

As the Foster pan of the investigation 
winds to a close, the special counsel ap- 

David Hale's CradibHty 

DavU Hale ia the only player in the 
Whitewater affair to make a epoaftc 
•IkfUioe of wrongdoing by Preaident 
CB o t o n . But hia credibility aa a witness 
any prove dim. Legal Baal, page Bi 

pears to be broadening the scope of his 
inquiries in Little Rock. In a wave of 
subpoenas issued last month. Mr. Fiske 
asked about almost 250 people, companies 
and properties, including Arkansas Gov. 
Jim Guy Tucker and Dallas Cowboys 
owner Jem’ Jones. 

Roderick Lankier, who is leading the 
Foster investigation for Mr. Fiske. de- 
clined to comment on the interim report s 
contents except to say that he was unsure 
whether it would also deal with allegations 
that White House aides, including former 
White House Counsel Bernard Nussbaum. 
impeded the park police's investigation. 
Mr. Lankier did say he hoped to release the 
report in mid-April. 

Stop to Speculation 

Mr. Fiske s staff have been eager to put 
a stop to speculation that Mr. Foster was 
murdered or that his body was moved after 
his death, accoraing to people lamiiiar 
with the Fiske invesugauon. 

In the broaaer investigation, targets <*t 
Mr. Fiske s prooe ana tneir lawyers saic 
that ne appears to De looking into aspect.-, 
of Madison Guaranty Savings At Loan tna: 
have nothing to do wuh the Clintons 
investment in Whitewater Development 
Co. •‘Anything that smells of impropriety. 

I he's I not going to turn lus back on. said 
one person who has received a subpoena. 
"If he hnas out something, he s going to 
nail somebody. 


However, much of the investigation 
does involve the president, and Mr. Fiske 
is already delving into many facets of the 
affair. For example, he is investigate . 
allegations that money from Madison 
accounts was used to pay off a S50.000 loan 
Mr. Clinton obtained from Bank of Cherry 
Valley, i Ark.), to help finance his 19S4 
gubernatorial campaign. In his subpoenas. 
Mr. Fiske is seeking information about the 
bank; Mr. Clinton s tormer chief of staff. 
Uetsev Wright; and Charles Peacock, a 
Madison airecior and borrower. A check 
• ontnbuted to Mr. Ointon s campaign 
bore the name of Mr. Peacock's son. 
who denied making such a contribution. 

The Washington Posi reported Sat- 
urday that investigators for the Resolution 
Trust Cotp. named the 19M Clinton cam- 
paign as a suspect m a criminal inquiry 
into, Madison Guaranty, one of the RTC's 
criminal referrals, which have been sent to 
Mr. Fiske. sought further investigation 
into whether Madison funds were diverted 
to the campaign with the knowledge of 
campaign officials, the newspaper re- 
ported. 

As part of the overall inquiry. Mr. Fiske 
is seeking information about Mr. Jones, 
the Cowboys owner, and Sheffield Nelson, 
a candidate for governor of Arkansas. 
They invested in a failed Madison real- 
estate venture on Canada's Campobeilo 
island that contributed to the thrift's 
collapse. Madison bought out the two 
. investors 25 r i stake for ST2S.OOO In 1988. a 
year before the thrift failed. 

In addition. Mr. Nelson's opponent in 
the gubernatorial race. Gov. Tucker, is 
under investigation. At least six busi- 
nesses in which he had an interest are 
listed on Mr. Fiskes subpoenas. Mr. 

; Tucker did business with Madison owner 
James McDougal and former municipal 

Judge David Hale, who has said Mr. 
Clinton pressured him to make a loan to 
Susan McDougal. a partner in Whitewa- 
ter. 

Mr. Fiske's subpoenas are making pop 
I ular reading in Little Rock. Many people 

• listed apparently have only minor ties to 

• Madison. Mark Abernathy, an owner of 
Juanita's, a Mexican restaurant, thinks he 
made the list because Madison extended 

i him a S350.000 loan. His mother, who 
co-signed the loan, is on the list. too. Mr. 

1 Abernathy said he met Mr. McDougal 
■ once, although he and other Madison 
1 staffers frequently dined at Juanita's. 
I'm sure that 90% of the people on that list 
don’t know why they're on it except that 
they did business at Madison. " Mr. Aber- 

natnv sum. 

Dick Holbert. wno runs u charter r.: 
service, tnougni u would lake montns ; 
comply with his subpoena because i • 
many of his customers were on the list. It 
turned out that Mr. Fiske was interesteo 
onlv in Mr. McDougal s sale of an airplane 
to Mr. Holbert. who resold it the same oav 
;o Seth Ward, u Madison consultant. The 
RTC has said that transactions involving 
Mr. Ward contributed to the failure o: 


Madison. Mr. Holbert said mat .Mr. Ward 
came to me with the deal. Seth is a rood 
customer and he I wasi an airport commis- 
sioner. so I just did it.' 

Ojl* 0t Hi® more m VStenous names on 
the list is Priscilla Skarda. She wonts at 
Pulaski Bank & Trust Co., where Mr. Ha le 

and other well-known Little Rock citizens 
banked. Asked whv she made the list. Ms 
Skarda replied. I d kind of like ui know 
myself. 
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Hale’s Past May Harm Credibility 
As Accuser in Whitewater Inquiry 


By Ellen Juan Pollock 


:jii Kroon rr nl Thc Mali. sthect JocRNAL 

; JTTLE RUCK. Atk. - Former munit: 

; .u iuage David Hale is the only player in 
no Whitewater alfatr to make a specific 
allegation ui wrongdoing by President 
Hinton, but his credibility as a witness 
may prove slim. 

Mr. Hale recently pleaded guilty to two 
financial-fraud charges, and his seniene 

ing was postponed 
for at least 120 days 
to allow him to tell 
his story to special 
counsel Robert 
Fiske and a special 
grand jury looking 
nto the Whitewater 
affair. Mr. Hale 
says the president 
pressured him to 
make a S300.00U government-sponsored 
loan to a firm owned bv Susan McDougal. a 
Whitewater partner. Lawyers involved in 
the matter say that some of that money 
ended up in Whitewater Development 
Corp.. in which the Clintons had a stake. 

Whether Mr. Hale can convince a 
grand jurv that his story is true will 
nepend on whether Mr. Fiske comes up 
with solid corroborating evidence. Even 
Mr. Hale has admitted that he has no proof 
of President Clinton s pressure. And felons 
who promise information in exchange for 
the possibility of a lighter sentence are a! 
ways suspect as witnesses. 

‘In desperation he has had to point 
fingers in other directions and create a 
commotion in order to buy himself a 
lighter sentence, says John Haley, a 
lawyer for Arkansas Gov. Jim Guy Tucker, 
who received loans from Mr. Hale. Under 
the pressure that he's under. I don't think 
that anything he says is capable of be- 



Mr Hale has a long history of dealings 
in which his trustworthiness has been 
questioned. 

Even his former attorney. Rogers 
Cocknll. questions Mr. Hale's credibility. 

Mr. Cocknll. who 
worked on loan doc- 
umentation for Mr. 
Hale in the late , 
1970s. says he quit 
representing him 
after becoming con 
vi need he couldn t 
rely on what he said 
at all times. 

Mr. Fiske him- 
self is delving into 
other questionable 
deals by Mr. Hale. 
The special counsel 
subpoe- 



naed documents for a convoluted real 
estate transaction orchestrated by Mr. 
Hale in 1986. 

The deal appears to have been meant to 
benefit Arkansas Gov. Tucker and former 
governor Frank White, who had reap- 
pointed Mr. Hale to lus municipal judge 
snip in l»l. Mr. Tucker had guaranteed a 
:nena s mortgage on a Little Rock house, 
according to Mr. Haley, the lawver for Mr 
Tucker. The friend defaulted and Mr. Hale 
eventually took title to the house ana 
arranged for its sale so Mr. Tucker could 
recoup ihe S131.000 that he lost. 


me uouse was men sold to a firm 
nartiv owned bv municipal )udge Wil 
.am Watt. Mr. Hales firm waned Mr 
Watt s firm slu.ooo to cover closing costs, 
a cording to Mr. Watt, wno savs Mr. Hale 
also directed that 52.000 left over oe do 
nated to Mr. White, who was waging an 
tilumaielv unsuccessful gubernatorial 
campaign against Mr. Clinton. Mr. White 
says he knew nothing about the donation, 
which was made under the names of 
two undisclosed individuals. 

Mr. Hale is also under investigation by - 
Arkansas s insurance department, which 
wants to know why 5150.000 is missing 
from a failed insurance company he 
owned. The money was invested in the 
company last year, after regulators found 
it was insolvent. The cash apparently 
went right back out." says commissioner 
Lee Douglass: 

Mr. Hale pleaded guilty last month to 
defrauding me Small Business Adminis 
t ration out of S900.000 in financing for his 
firm. Capital Management Services, which 
was licensed to make loans to businesses 
owned bv disadvantaged individuals. Mr. 
Fiske alleged that Mr. Hale funneled 5800. 

<100 in borrowed funds through CMS to 
make it appear that the firm was finan 
cially sound and eligible lor additional SBA 
financing. 

A recent General Accounting Office 
study found that Mr. Hale made loans to 
people of questionable eligibility.” In- 
cluding Ms. McDougal. In a separate 1990 
audit, the SBA chastised Mr. Hale's firm 
for making a S137.500 loan to a firm owned 
by Harry Townsend, even though he did 
not appear to be disadvantaged. Mr. 
Townsend loaned Mr. Hale the money 
that allegedly was used to make it appear 
that CMS was healthy. Mr. Townsend has 
denied any wrongdoing. 

The GAO report also found that 13 | 
of the 57 firms that CMS financed were | 

secretly controlled ' by Mr. Hale. For ! 
example. Mr. Hale apparently used a 
disadvantaged businessman as "a front" ' 
to borrow money for Retail Liquidator*, a 
rompany he covertly owned, according to 
the GAO. He also loaned 5350.000 to Little 
Rock Clothiers, a company in which he had 

a hidden interest, according to the re- 
port. ’ 

Randy Coleman. Mr. Hale s attorney. 

savs that he doesn t think all of the allega- 
tions in the GAO report are correct but he 
savs that his client has admitted to making 
loans to ineligible recipients. He notes that 
some defendants who plead guilty "turn 
out to be very good witnesses." 

In the meantime. President Clinton and I 

his associates not only deny pressuring 
Mr. Hale to make the loan to Ms. McOou 
gal. they also deny that the president had 
any ties to the former judge. Says uien- 
Gov. Clintons chief of staff. Betsey 
Wright. "We never had anything to do with 
David Hale. 
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T rustee ior Southeast 
Seeks to Distribute 
Bank Assetsto Holders : 


•loaem art. actwaunr to Mark L*. Bloom, 
.ttomev *t»r tne trustee. 

In a lawsuit filed Jar.. mi..:. - sir -* 
Court here. William A. Brandt Jr., trustee 
for the Southeast estate, asked to assume 
responsibility tor the liquidation ot as 


Bu a Waix SmrrT journal. aiaff Reporter 

MIAMI - The trustee lor the estate of 
Southeast fantinff Corp. under Chapter r 
bankruptcy-law proceedings. said he is 
negotiating with the Federal Deposit In- 
surance Corp. lor the possible distribution 
, of some of the bank holding company s 
: assets to its shareholders and bond- 
holders. 

The FDIC. which became receiver for 
Southeast after the bank was declared 
insolvent m 1991. acknowledged last week 
that the company s liquidation has pro- 
duced a surplus of nearly S2S million. 
All creditors with valid claims against the 
Southeast receivership will regam their 
principal, according to the FDIC. and may 
receive a portion of the interest on those 
claims. 

Generating a surplus from a failed 
bank is rare because banks typically are 
seized precisely because they are judged 
insolvent. An FDIC spokeswoman attrib- 
uted the unusual surplus to changing eco- 
nomic conditions. In a prepared statement, 
the FDIC said it is "re-evaluaung certain 
aspects 1 ' of the transaction to determine 
whether it can make additional distribu- 
tions to creditors or shareholders. 

Upon Southeast's closure three years 
ago. most of the assets of its two subsidiar 
. ies. Southeast Bank N.A. and Southeast 
i Bank of West Flonda. were sold to First 
Unloo Corp.. based in Charlotte. N.C. Still 
at issue, however, is the apportionment of 
such assets as S150 million in subordinated 
notes from Southeast Bank N.A.. real- 
estate properties in Florida and Texas. 

various securities and some 4.000 works of 
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Spring Recess Gauges 
Depths of Whitewater 

Constituents Say Issue Is Overblown 


Bv Dan Bale 


RACINE. Wis. — Rep. Peter 
Barca (D-Wis.) had just finished 
speaking to a government class 
at Racine Horeiick High School 
and was beading toward his next 
appointment when teacher Gary 
Suo pulled him aside to send a 


i think Bill Clinton is doing 
one helluva job and he deserves 
our support,” said Suo. He’s tak- 
ing on the tough issues and I def- 
initely think he’s getting a hum 
rap (on Whitewater). I think the 
pros ... is doing a terrible job 
of covering it" 

As Bara listened. Suo com- 
plained that the focus of the 
country is “off kilter” and that 
Whitewater is getting in the way 
of more important issues. 

"It's not like Congress had 
come to a grinding halt because 
of Whitewater.” Bara protested, 
ticking off a list of legislation al- 
ready passed or moving through 
the system. 

But that’s not the message 
getting through to the country. 
Whatever else may be happening 
in Washington these days, the 

public believes the capital is con- 
sumed with Whitewater — and 
they resent it. 

Americans may be skeptical of 
Clinton’s health care plan. 


over the Clinton presidency and 
alternately worried and hopeful 
about the economy. And not all 
are as bullish about Clinton’s 
performance as Gary Suo. But in 
interviews with Washington Post 
reporters, they appear united on 
Whitewater To most, it seems 
to be either small potatoes or an- 
cient history— or both. 

The attention Whitewater has 
received and the sense of end- 
less. partisan bickering over that 
and other issues in Washington 
have left Americans feeding de- 
jected about Washington and 
fearful that government gridlock 
could once again paralyze the 


"It's like we’re coming down 
the road and coming to a ‘Y’ and 
going down the wrong fork.” said 
Tom Terry, who runs a small re- 
frigeration company in Burling- 
ton. Wis. 

As a mall security officer in 
Newburgh. N.Y., put it. the situ- 


ation in Washington is “as bad as the 
Civil War. what goes on between 
Democrats and Republicans down 
there. And every freshman class 
gets pounded down by the guys with 
seniority, so the voice of the people 
doesn’t get beard.” 

A recent Washington Post-ABC 
News Poll found that, despite an im- 
proving economy, two in three vot- 
ers believe the country is off track. 
And when asked whether the Clinton 
administration has begun to break 
the gridlock in Washington. 54 per- 
cent said no. 

The Post-ABC poll found that 
while 76 percent of those surveyed 
say Clinton “has a vision for the fu- 
ture of the country.” only 54 percent 
believe he is getting things done. 
That gap may reflect the pessimism 
people feel about how things are 
working m Washington. 

Post reporters spent part of last 
week trailing four House Demo- 
crats— some in politically marginal 
districts — in Wisconsin. New York. 
North Carolina and California and 
talking to their constituents during 
the spring recess. 

The public’s agenda is dominated 
by health care, and the House mem- 
bers spent part of their time fielding 
questions about it at town meetings 
or touring senior citizen centers. 

On Tuesday night, freshman Rep. 
Maurice D. Hinchey (D-N.Y.) held a 
town meeting in Newburgh and 90 
to 100 people turned out. Mott of 
them had questions about health 
care, and after two hours Hinchey 
had to cut off the questio n i ng . 

Hinchey. an advoate of a single- 
payer system, like Canada has. found 
no consensus in the room. Many of 
those who spoke told personal sto- 
ries and asked Hinchey to explain 
how Clinton’s plan would affect 
them. 

At one point he tried to describe 
the details of the administration pro- 
posal and when he got to the issue 
of health alliances — the regional co- 
operatives that would serve as insur- 
ance marketplaces for the public — 
—eyes in the audience began to 
glaze over. 

After the meeting, Jonathan Ja- 
cobson. a local law judge on the state 
workers compensation board, said 
the evident confusion “shows how 
badly Clinton has done in presenting 
his plan and how easy it is to attack 
any number of points in a complicat- 
ed plan. Even though evervone 
wants reform, right now it is on the 


Eronomy Smith Muhammad, who 
helps small businesses get estab- 
lished and grow, attended a health 
care forum in Fayetteville. N.C.. on 
Wednesday night to criticize the ad- 
ministration plan as too complex. 
Tm saying to you the simplest way 
is the best way.” Muhammad told 
Rep. Eva Claytixi (D-N.C.). a first- 
term legislator. 

But others defended Clinton s 
plan. A1 Pierce, a Fayetteville busi- 
nessman. said people are afraid to 
get sick beause of the cost of are. 
If his plan is going to help the mass- 
es. I’m for it.” he said. 

Mark Bullock, an insurance agent 
whose wife suffers from Alzheimer's 
disease, said he wants the plan 
passed. "Everybody (is) making a 
fool out of this health care plan.” 
Bullock said. "God bless health are 
and Bill Clinton, and I hope their 
plan goes through.” 

But in Racine. Keith Knudtson, a 
mechanical engineer, said be oppos- 
es giving go v er nm e n t as big a role 
as Clinton has proposed. "I can't see 
anything the government’s ever got 
their hand in that didn't cost us 


long, take twice as much red tape as 
any other thing,” he said. 

After hearing again from their 
constituents last week, the House 
members concluded the burden 
rests on Congress to fashion a com- 
promise from all the competing 
plans and ideas. They're confused, 
but I think they want something 

dooe.” Hinchey said. "And I think we 
wiO be judged by whether we do the 
job or not" 

In a week in which Wall Street 
was rocked by a 139-point plunge in 
the Dow-Jones index of industrial 
stock prices while the Labor Depart- 
ment reported that the economy had 
produced 450.000 new jobs in Feb- 
ruary. the picture of the recovery 
was similarly uneven in different 


The Wisconsin economy remains 
one of the strongest in the country, 
and Bara’s district parts of which 
were hard hit a few years ago, has 
begun to bounce back after a deep 
recession. Jeanne Hefty, the mayor 
of Burlington. Wis.. said four compa- 
nies are considering moving opera- 
tions to her small town. 

But Hinchey said his upstate New 
York district has lost about 60.000 
jobs in the last three years, including 
sizable layoffs by IBM and cuts in de- 


The White House is well aware of 
that problem and this week Clinton 
and First Lady Hillary Rodham Clin- 
ton will spend most of their time out- 
side of Washington trying to pump • 
up support for what they have pro- 


- */ — 


Michael Hanmgan. a security di- 
rector at a hospital in Newburgh. 
N.Y.. said. "IBM layoffs are starting 
to affect the retail stores and even 
real estate. I have friends who 
worked 20 years at IBM and now 
they’re without jobs.” 

trbnvcJ. tm next 
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Jobs are rougn. espectailv jobs 
rhai pav decent monev. said Renato 
jonnson jr.. wno moved up irom 
New York Citv but is thinking aoout 
going sou in "where i hear wings are 
better." 

The uneven pattern of the recov- 
ery may be one reason Barca and 
Hinchev tace significantly different 
reeiecuon contests this year. Barca 
won his seat m a special election a 
vear ago bv less than 700 votes. He 
currently has no Republican oppo- 
nent. Hinchey is in a rematch 
against Republican Bob Moppert. 

-1 find myself in a very uncomfort- 
able position after 15 months in ot- 
fice." Hinchey said. “If (peppiel are 
hurting, they're going to blame 
someone. And they can't blame the 
people they voted for 10 years ago. 
They're jone.” 

Although the economy is not as 

powerful a political issue as it was two 

years ago. anger with Congress has 
not abated. “Sixty percent of them are 


for the other 40 pe r ce n t to get then- 
jobs done.* said John Moal. a state 
corrections department employee 
from Yankee Lakes. N.Y. 

To counteract these impressions. 
Rep. Anthony C. Beilenson (D-Calif.) 
tried to tell his constituents last 
week that the system— finally— is 
working. 

“I’m feeling relatively kindly to- 
ward Congress these days, which is 
something I usually don’t do * said 
the nine-term Democrat, whose dis- 
trict is distinctly less solid than it 
used to be. 

Speaking to Pacific Bell empfoy- 


the past year— the huge earthquake 
aid package, the North American 
Free Trade Ag re eme n t, the defiat- 
r eduction package, family leave, na- 
tional service and the pending cnme 
bill 

Bob Greenwood, a Republican 
who voted for Ross Perot in 1992. 


scnpuon of the record Clinton and 
Congress had established. “I’m kind 
of surprised what he accomplished in 
a short penod.” he said. “You don't 
hear a lot about iL“ 

Many voters still aren’t con- 
vinced. fearing that the disappear- 
ance of Perot as a political force will 
take the heat off Congress and that 
House members will continue to 
take care of themselves before the 
needs of the country. 

Leo Schuh was eating the "gar- 
bage plate’— an omelet with everv- 
rrung m it — at Frank s Diner in Ktr- 
iosna. Wis.. Wednesday mornini: 


Perot starred out ratumg uieir cac 
cs.~ he said. "Then it slacked ot:. 
What happened? That grass-roots ei- 
iort can oe effective. It can keep 
government in touch with people, 
other than at election time." 


But manv peooie fear tnat White- 
water now ciouas the aeenaa ana 
nev resent it. "1 think tnev ve Diown 
:ms out oi proportion, saia Mav 
liollana. a Medicare patient at a 
Favettevilie dime, who nonetneless 
said she thinks Clinton may have 
done sometnmg wrong. 

When Sameer Mohammed, a Re- 
publican. tried to ask Beilenson a 
long list of written questions about 
Whitewater during the Pacific Bell 
meeting, fellow employees gave him 
enough good-humored razzing that 
he could not ask them all. 

A few. however, believe it is a se- 
rious issue that deserves a thorough 
investigation. Ron Dalton, a Racine 
civil engineer, said he thinks Clinton 
“is skirting right on the line" legally 
and has committed ethical violations. 
“1 think if there was a Republican 
president in office. Democrats would 
be jumping all over it the same way 
Republicans are.” he said. 

Barca acknowledged that manv of 
his colleagues fear that Whitewater 
could restore gridlock in Congress 
ana showed the nervousness many 
House Democrats feel about the po- 
tential political impact of the issue 
when asked by a student whether 





“I don’t know tor sure, obviously 
he said. “I hope be didn’t. I’m opti- 
mistic that he did not." 

Clinton remains a polarizing figure. 

‘BSJWVyj V'. V- ; tj •• . _ 

but many people 

and give font credit for trymg. 

“Clinton is a lot better than I 
thought." said John Rhoades ofPbt- 
tetall N.Y. “I didn’t think much of him 
when he was naming, but he’s trymg." 

Michael Wells, president ot a 
woe-working machinery company in 
Kenosha, didn't vote for Clinton. But 
he said. “I didn’t know d he was truly 
genuine— and 1 still don’t. He has to 
prove it to me. But he's making a 
real effort. He’s trying to deliver on 


BaU reported from Wisconsin. Staff 
writers Damd S Broder m Nets 
York Kenneth J. Cooper in North 
Carolina and William Hamilton in 
California contributed to this report 
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Poised 

Over 

Whitewater 

Special Counsel Robert Fiske, 
Calmly Plumbing the Depths 


By Kim Masters 

W*B»aiFMSHIVfMi 


B ob Fiske strode from the federal courthouse, back 
straight, chin out. fashion-be-damned plaid cap 
atop his head, and plunged into a sea of reporter s 
and photographers. His team of lawyers had just 
started grilling the president’s men and women 
about the tangled affair that has come to be called 
Whitewater. The media mob surged in for a quote, a shot, a 
morse* of his time. Fiske pressed ahead sternly. But when the 
seas didn’t part swiftly enough and a hapless photographer 
tumbled over backward, it was Fiske who paused and helped 
the man to his feet. 

Noble»e oblige. 

This sort of courtesy comes naturally to a blue-blood, white* 
shoe lawyer who hovers unspattered over Washington's most 
recemjwbtical spectacle. This sort of poise you can display 
when you are so sure of yourself— your mission, your methods 
and your morals— that even though you utter not a word of re* 
proach^a bowling pack of r e port ers suffers a rare moment of 
embarrassment at its own frenzied behavior. 

Robert B. Fiske Jr., lifelong Republican, former prosecutor. 
Wall Street lawyer, former peewee hockey league coach, a 
that sort of person— a man who stays cool and dean m the 
c l inche s. Some of his colleagues tell a story about the day m 
1979. in the middle of a tense racketeering trial, an FBI agent 
rushed into a New York courtroom and whispered to the pros- 
ecutor that the proceedings had to be stopped at once. Fiske. 
then the U.S. attorney for the Southern District of New York, 
didn’t panic. 

"What?" he wrote on a pad. 

The agent wrote that a hit had been ordered on a witness in 
the case — and on Fiske himself. Fiske c o nsidered that briefly 
and scribbled “In the courtroom?" No. the agent answered. In 
that cue. Fiske wrote back, why stop the trial? 

That sang-froid, displayed during the renowned prosecution 

of Brooklyn waterfront boss Anthony M. Scotto. should serve 
Fiske u he plumbs the mysteries of Whitewater. (So might his 

close relationship with one of the young agents on that case — 
Louis Freeh, now director of the FBI.) But the story is remark- 
able for another reason: It is one of the most dramatic tales 
that anyone has to tell about Robert Fiske. 

The veteran of many high-profile cases. Fiske is not the land 
of swashbuckling litigator whose exploits are celebrated in law- 
ver locker-room cnat. "He's not boring. ’ savs Scott Muller, a 
former assistant to Fiske during the Scotto prosecution. “But 
he's such an absolutely straight guy.” 

In his few short weeks as special counsel. Fiske has snown 
that he is capable of making dramatic moves. Within days of his 
appointment, he announced himself with a fusillade of subpoe- 
nas to White House aides. Then, last week, he cut a deal to get 
grand jury testimony from David Hale, a shady former judge 
who is the only person to allege that Bill Clinton was directly 
involved m any of the questionable financial dealings surround- 
ing the sinkhole known as Madison Guaranty Savings & 
Loan— a move that Fiske described as “a significant contnou- 
uon" to the investigation. 


Attorneys who know Fiske well say they are confident that 
he is moving deliberately, if rapidly. Even his former adversar- 
ies say Fiske's judgment and integrity make him an ideal 


choice for this daunting job. He has a 
reputation as a detail -onented prose- 
cutor who won t indict unless he be- 
lieves that a conviction is in the bag. 
“He’s tough and aggressive in litigat- 
ing when he has a case that will sup- 
port it— and practical-minded about 
getting it over with when be needs 
to," says Steve Case, one of Fiske's 
law partners at the snooty New York 
firm of Davis. Polk & WardwelL 

H o wev er tough. Fiske is always 
low-key— an affable square who is 
modest to the point of self- 
effaorment. soft-spoken to the point 
of inaudibility. In white-bread, well- 
to-do Darien. Conn., where Fiske 
grew up, be is the original communi- 
ty pillar. He served on the police 
commission for 10 years and was 
chairman of the board of deacons at 
hit church. 

fiske isn’t giving any interviews, 
but .his longtime assistant notes in 
response to an inquiry that yes, 
Fiske used to coach the New Ca- 
naan. Coon., peewee hockey team. 
And in 1973. she adds, the team 
made it to the state rh a mpmnship s. 
wfiereitlost — in overtime. 

it tons out that mild-mannered. 
63-year-oid Bob Fiske is— as Muller 
puts it — “grimly co mp e ti ti v e" and a 
bit of a sports freak. He sails, skis, 
fishes— and held down second base 
for his law firm's softball team. In 
i960, he ran the New York City 
Marathon. 

*TI1 tell you how c o mp et i tive be 
is." says John "Rusty" Wing, one of 
eight former assistant U.S. attor- 
neys who play tennis with Fiske reg- 
ularly. "If he couldn’t get the ball 
with his normal right hand, he 
switches the racket to his left hand.” 

'He’s by far the senior member of 
the group.” says Alan Levine, now a 
partner at a New York law firm. "He 
does not wear down first” 

Accidental Celebrity 

West Little Rock is a high-rent 
business district a suburban settle- 
ment about a 20-mmute shot along 
the Wilbur Mills Freeway from fal- 
tering downtown Little Rock. It 
might seem an odd location for the 
special counsel to base his opera- 
tions— a bit of a haul from the coun- 
ty offices that hold some of the rec- 
ords that may contain the secrets of 
Whitewater. But this building al- 
ready was crammed with feds: the 
FBI. the Drug Enforcement Agency 
and the Customs Service. 

It may be pncey. but you wouldn’t 
call it elegant — a red-brick four-sto- 
ry affair with Muzak in the lobby and 
a cherub fountain in the gkxxnv atri- 
um. Tucked ui the back ot the build- 
ing is a little lunch joint and bar 


'‘While other 
lawyers might have 
lived the high life, 
typically he’d run 
out to the grocery 
store alone and buy 
a chicken and bake 
it and eat it by 
Himself.” 

— Carey Dunne, 
former law partner 

where Fiske and his troops some- 
times grab a sandwich. On a Monday 
afternoon, the Sports Page is empty 
except for a group of stockbrokers 
knocking back a few drinks. 

•They try to affect indifference to 
Fiske and the squadron of seven law- 
yers and 25 FBI agents and financial 
analysts that have just set up shop 
here. But waitress Deborah Mar- 
shall has seen some of them sidle up 
to Fiske. “People approach him— 
When you get time off. you want to 
go play some gotf?’ " she says. 

Fiske has made a good impres- 
sion; One of the stockbrokers says 
Fiske “reminds me of a kid’s grand- 
father that you see in the movies.” 
Stockbroker Dan Lee has seen him 
at lunch with his staff. "When 
they’re talking, there’s a warmness.” 
be observes. 

' Pe rha ps most impressive to the 
cnftvd at the Sports Page has been 
the speed with which Fiske's office 
space was whipped into shape. "We 
heard on Thursday morning that this 
sp ace had been leased.” says Dan 
Let "At noon that day. hammers 
started. They worked 24 hours a 
daf, had three construction crews in 
thpre. You have to understand — Lit- 
tle* Rock is in a construction boom 
ri^it now. If you want to build a 
hopse. you have to wait three 
n yyth*- So they paid someone a lot” 

fmtfj but Fun 

Whatever the word from Little 
Rock. Fiske’s colleagues at Davis. 

Polk My he won’t be sloppy with the 
taxpayers’ money. They expect him 
to fee much more frugal than lran- 
cofitra prosecutor Lawrence 
Wfsh— who was Fiske's former law 
partner at Davis. Polk and who tried 
to tap Fiske to serve as fus oeputv in 
ths investigation. That investigation 
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cost the government $36 million. 
“Walsh would spend an extraordi- 
nary amount oi monev on cases.' a 
I /avis. Polk partner savs. “He would 
K»t 13 associates |on a casej ana 
wey would gnna ana grind. ... He 
wouid have four people research 
something until they dropped. Bob 
wouldn't do that.” 

Davis. Polk partner Carey Dunne 
spent the better part of a year with 
Fiske in Miami on a trial and got a 
close look at his thrifty habits. 
"While other lawyers might have 
lived the high life, typically he'd run 
out to the grocery store alone and 
buy a chicken and bake it and eat it 
by himself.” Dunne says. “He is fru- 
gal no doubt about it. He would con- 
stantly be running back and forth to 
the coin -operated laundry machines 
so be could save money." 

Not that Fiske was a complete 
nerd. The night that the tnal was 
over, we went to dinner to blow off 
steam and ended up piaymg pool at 4 
a.m. in a nightclub.” Dunne says. 

Fiske “is somebody who acts sig- 
nificantly younger than be is. who 
likes to deal with younger people.” 
says Elkin Abramowitz. another vet- 
eran of the U.S. attorney's office. 
“He was the wealthiest guy (in the 
office) and enjoyed doing what we 
would do — eating ui our kinds of 

restaurants. He’s a very accessible 
person for somebody with as power- 
ful an intellect as he has.” 

For a nch guy. his tennis buddies 
like to gnpe. Fiske rarely treats 
when it's time for drinks after a 
match. “We joke about how he never 
has any money with him.” Wing says. 
But friends say Fiske isn't really 
cheap— just forgetful “He's very ab- 
sent-minded." Dunne says. “He's al- 
ways leaving his glasses places and 
leaving his car keys and losing his 
pen. He always has associates pick- 
ing up after him.” 

But even Fiske’s foibles are dis- 
cussed with a sort of affectionate 
pnde. That's the tone in which one 
of his younger partners mm plains 
that Fiske's youthful tastes do not 
extend to his sartorial habits. “He's 
got a hat 1 can't stand.” the partner 
gripes. “It looks like an Irish golf 
cap. except it's made out of plastic. 
When it comes to dothes. he han't 
moved since Dobie Gillrs 

Fiske’s headgear han't gone un- 
noticed at the Justice Department. 
“We are all looking forward to the 
advent of warm weather.” spokes- 
man Carl Stem says, “when Fiske 
will stop wearing those chapeaus." 

Colleagues* Adwiratton 

In manv ways. Fiske seems to 
have led a charmed bfe. His father 
was a lawyer, appointed by Dwjgnt 
Eisenhower to be assistant secretary 
general of the North Atlantic Treaty 
Organization. He grew up m Danes 
piaymg hockey and lacrosse. Yale 
'32. Third m his dass at the Univer- 
sity of Michigan law school 


From 1976 to '80. Fiske was the 
raoum of a loyal team oi assistant 
l*.S. attorneys wno still gather annu- 
•iily for an aiunmi dinner. The law- 
• ers wno write me skjis presented 
at these aaairs are wracked for ma- 
terial — “It's a hard task to figure out 
how to satirize Bob Fiske." as 
down Jed Rakoff puts it. Thomas 
Engel gave it a try with a poem 
called “The Maven* — apologies to 
Poe — in which Fiske declares. “As 
my friends are all Aryan/ And settled 
into Darien/ 1 know only finest peer- 
age/ And no peasants out of steer- 
age.” 

That's about as personal as it 
gets— and the characterization isn't 
even quite right. Hob has been to 
every bar mitzvah and bat nutzvah 
as our children get to the appropri- 
ate age,” Rakoff says. “He's been to 
at least 50. He still can't pronounce 
basic Yiddish words. He’ll say *kuh- 
vetch.' " 

Those who worked under Fiske at 
the VS. attorney's office remember 
how he'd come m on Saturdays and 
pad around the office m his socks. 
On weekdays. Fiske would arrive 
early and host a “breakfast chib" of 
stalwart a ss is t ants who would show. 

up for coffee and doughnuts in his 
confer en ce room. “He was very in- 
terested in everything that was go- 
ing on.” remembers Angus Macbeth. 
“If you got a good ruling or a bad rul- 
ing. he was likely to be on the phone 
with you 15 minutes later, congratu- 
lating or commiserating.” 

When Fiske returned to private 
practice, he remaned something of a 
hero to young assistant U.S. attor- 
neys. He successfully defended Bab- 
cock & Wilcox, the manufacturer of 
the nuclear reactors at Three Mile 
Island. Bruce Baird, who was a 
young prosecutor then, says many of 
his colleagues tried to slip into the 
cour troom to watch Fiske work. “It 
was such a primer in how to try a 
case.” Baird says. “He had a prosecu- 
tor's style, not flamboyant and show- 
manlike. He is always partndarty 
well prepared, which was apparent 
in Three Mile Island because it was 
nu nd- numh ingly compfex . . . . He’s 
not a great orator, not a great 
speaker, but he can stand up in a 
courtroom and sound like so meon e 
the jurors can relate to.: 

Even Fiske's a dver sar ie s are ad- 
mmng. When Fiske was U.S. attor- 
ney. Paul Goldberger defended a cli- 
ent indicted as part of the case 
against drug lord Nicky Barnes. 
“During the enure eight weeks we 
were on trial— and it was one oi 
those blood-and-guts cases— I never 
saw turn lose ins balance." he says. “1 
never saw him kwe his cool He's a 
race person. If you bved next door to 
the guy. you’d be friend s . . . . You’d 
lean over the fence and you'd BS 
with him.” 



One Swill Controversy 

In his exceptional career. Fiske 
has surierea a lew set Docks ana em- 
barrassments. une oi ms biggest Dis- 
appointments came m 1989. after ne 
was nominated for the numoer-two 
spot ui the Jusoce Department by 
then-Attorney General Richard 
Thornburgh. Despite Fiske’s record, 
a bloc of conservatives opposed him. 
It was an attack that Fiske's col- 
leagues still regard as one of the 
more inexplicable paroxysms of par- 
tisan politics. 

Fiske's crime was that he had 
served as head of the American Bar 
Asaodation's standing committee on 
the federal judiciary. The commit- 
tee. which rated nominees for feder- 
al judgeships, routinely consulted 
some outside groups about their 
views. Among those was the Alli- 
ance for Justice, a Washington-based 
dvil rights group. 

The conservative Washington Le- 
gal Foundation complained. “He 
leaked the names so liberal gro u p s 
could do a hatchet job on good con- 
servatives.” WLF Executive Legal 
Director Paul Kamenar said at the 
tune. The fact that Fiske's co mmi t- 
tee had given good ratings to some 
conservative nominees did not di- 
ranish the fervor of his opponents. 
They also held him responsible for 
the defeat of Robert Bork’s noouna- 
tion to the Supreme Court, even 
though Fiske was no longer chair- 
man of the ABA committee when it 
split on Bork’s rating — and even 
though Fiske personally supported 
Bock. 

As part of the effort to discredit 
Fiske. conservatives charged that he 
had once given a $1,000 campaign 
contribution to an old friend. Demo- 
crat William Gray, when he ran un- 
successfully for a Vermont Senate 
seat in 1988. They also called atten- 
tion to a 1985 U.S. Tax Court deci- 
sion that found Fiske had failed to 
pay $14,000 in taxes stemming— in- 
terestingly enough— from a 1986 
land deal The Fiske family had long 
owned a share m a Catsioll mow- 
tarns fishing dub. Fiske and the oth- 
er owners transferred the land to a 
n o n profi t nature con s erva n cy — but 
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the court determined that Fiske had 
underestimated the land's value.' ~ 

The Bush administration nrrMH 
ally caved and Fiske witbdrew3Bi 
name from consideration. “A kOf 
people would have been vocaUy^T- 
happy about the way they were 
treated." says Macbeth. “He took.it 
remarkably welL He just wasn’t go- 
ing to get into a squabble about it? ' 

So far. conservatives haven’t 
made a big issue of Fiske's appoint- 
ment as special counsel WhileCthe 
Wall Street Journal’s editonal-prfge 
writers called Fiske “a very cunous 
selection’— raising the specter of 
Fiske’s service on the ABA judicial 
review committee as well as'his 
brief representation of Clark Clifford 
in the BCCI matter— justice De- 
partment spokesman Stem says he’s 
heard no concerted objectio n s. Tm 
under the impression that there's a 
great deal of admiration and respgt 
for Bob Fiske across the spectrum.” 
he says. 

Getting His Hands Dirty 

Fiske is far from finished with hu 
task, but Washington lawyers are 
unpressed with the way he began it 
"His going to Little Rock said an aw- 
ful lot says a partner at one we»- 
regarded Washington firm. “A lotat 
these guys don’t want to get thear 
hands dirty. This guy’s actually gone 
down at great financial sacrifice and 
he's living m this town and trying to 
get to the bottom of this. . . . And 
he’s certamiy a $1.8 million man ? 
Berme Nussbaum is.” (The real 
number for Fiske is c l oser to $L3 
million, says a Davis. Folk source.}; 

Fiske has traded his seven figures 
for a salary of $107,000. He has tak- 
en an apartment in Little Rock, 
where perhaps he bakes his own 
chicken as he immerses himsetl.in 
his mission down to the decimal 
points, moving as fast as he can . to 
conclude an investigation that dm 
whole world is watching. Movng-to- 
ward a tune when Bill Gintonand 
his supporters finally may be able- to 
exhale. Or not. 
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Backed 
Into the 
Clintons' 
Comer? 

i\mdit Eleanor Gift's 
Colliding Roles 

By Howard Kurtz 

VntMM Su4 WnHr 


Even John McLaughlin was nee- 
iiing Eleanor Clift 

‘Some pretty tough questions 
lere." he scoffed on the air. 

McLaughlin was reading exce rp ts 
>i Clift’s recent Newsweek inter* 
.new with Hillary Rodham Clinton, 
ioe in which the questions sounded 
unusually sympathetic. 

Asm: 

“My theory is that you have a 
ching about privacy,” Clift said to the 
First Lady. 

“Edward Bennett Williams used to 
ay that Washington likes to burn a 
witch every three months,” Clift 
said. 

“A lot of people want to launch ca- 
reers based on finding something,* 
Clift said. 

As a highly visible journalist — she 
is both a Newsweek White House 
correspondent and “McLaughlin 
Group” pundit — Clift has grown ac- 
customed to criticism that she is a 
staunch defender of the Clintons. 
She says it’s a bum rap. 

‘There's no penalty for an individ- 
ual reporter who is perceived as be- 
ing too tough,” Clift says. “But the 
reporter who is perceived as being 
soft is immediately de-legitimized. 
portrayed as being m the tank. 

“It’s not comfortable to be singled 
out as someone who is somehow a 
cheerleader. That’s the last thing 
any reporter wants to be considered. 
What I’ve said holds up under the 
banner of fair analysis.* 

Clift is emblematic of a talk show 
age m which many journalists are ex- 


pecteo to nave a taxe. an angle, a personal soin 
on the news. And in the hothouse atmospnere 
spawned by the Whitewater investigation, re- 
porters are increasingly categorized as pro- 
Clinton or anti -Clinton. 

Michael Kinsley, the New Republic colum- 
m& and co-host of CNN’s “Crossfire.” frequent- 
ly defends the president. “I get abuse for being 
a Clinton cheerleader all the time." he says. “All 
the peer pressure is to whack the guy. All the 
social pressure is to be critical. There’s no rein- 
forcement or reward for socking up for Clinton. 
AD you get is ridicule.” 

Sidney Blumenthai. The New Yorker’s 
Washington correspondent, was discussing 
Whitewater on a recent “Charlie Rose Show” 
when Rose abruptly asked: “Sidney, are you the 
iwd hit uncomfortable defending the adminis- 
tration in the way that you do?” 

“I think I’m being quite dispassionate. . . . 
My views ire utterly independent Bhimenthal 
replied. 

Paul Begala. a political adviser to Clinton, 
grumbles that many reporters respond to un- 


“/ don’t want to be seen as 
someone who will defend 
the Clintons at any length. 
... I also don't want to 
take gratuitous shots just 


to prove my 



— Newsweek* Eleanor Chft 

spoken pressure from colleagues. “If they don’t 
Stick the knife in. they get put m the New Re- 
public's 'Clinton Suckup Watch.' ” he says. 
(The Clintomtes registered no such complaint, 
of course, when the meiha were beating up on 
President Bush.) 

Clift's position is particularly awkward be- 
cause she is also a White House beat reporter. 
On “The McLaughlin Group.” where Fred 
Barnes. Morton Kondracke and McLaug h li n of- 
ten criticize Clinton and Jack Gennood tends to 
stay above the fray, Clift is left to carry the 
White House banner. 

'The problem with television is you b ecom e 
a caricature, and you don't have time for the 
ifs. ands and buts." she says. The first question 
always goes to Fred on what terrible ttung Clin- 
ton did this week, and I’m the counterpoint.” 
Says Barnes: “It's how Eleanor defines her 
role. Whenever anybody criticizes Clinton, she 
thinks she has to come and defend him.” 

A number of Newsweek staffers are uncom- 
fortable with the a r r ang ement. “1 think she 
takes it too far.” one says. “A lot of people find 
it emb ar r assi ng. It puts the magazine m a com* 
pna m se d postnoo.” But Clift says there are 


plenty of “checks and balances m Newsweek 
"group journalism ' aoproacn. 

Evan Thomas. Newsweex s Washington ou- 
reau chief, says: “We cover the White House 
from a number of angles, and the Clintons have 
never accused us of going sort on them. Elea- 
nor's voice is one among several." 

Clift, who started out as a Newsweek secre- 
tary and is now a big draw on the lecture cir- 
cuit, is conscious of her role as the show's resi- 
dent feminist. McLaughlin often calls her 
“Eleanor Rodham Clift” She attracts plenty of 
hate mail: one viewer even accused her of tying 
her scarf like the First Lady. 

In the emerging debate over whether the 
media are going overboard on Whitewater, 
Clift's position is dear. The whole pressure on 
the group of us is to declare them guilty and 
then look for the supporting evidence.” she 
says. But she adds: “The Clintons of course are 
not blameless. Clinton has this habit of disacm- 
bfaig.” 

Week after week. Clift plays her assigned 
role in the “McLaughlin" sitcom. When asked to 
compare Whitewater to a physical ailment, she 
chose “hangnail or toe-stub.” Asked to rate 
Clinton’s handling of Whitewater, she has twice 
given him an A. 

“In the end. John, this is going to be much 
ado about nothing.” Clift said on one program. 

Last month she went too far. When Mrs. 
Clinton made some harsh comments about 
Whitewater in a White House interview with 
EUe magazine. Clift insisted, on the basis of 
secondhand information, that this was merely a 
“ram in a restaurant." She later apologized far 
the error. 

AD this has made Clift a prominent target for 
conservatives. Dorothy Rabinowitz. a Wall 
Street Journal columnist, says she finds Clift 
“oemstentlv. endlessl y and unviekknelv” oro- 
C I in too. There is not the slightest self- 
conscnaness about it” Rabinowitz says. “She 
really is a true behever.” 

Clift brushes off such criticism, noting that 
she has never been invited to lunch or dinner at 
the White House. And she had never been 
granted an interview with Mrs. Clinton until 
several weeks ago. when the First Lady, under 
growing p re ssu re to talk about Whitewater, de- 
cided to speak to N ews we ek and Time. Clift 
says she was ham pe re d by a 20-nunute tone 
limit and ground rules that barred questions 
about Whitewater matters under investigation. 

“You warn to establish an atmosphere where 
you draw the pe r son out and get at her under- 
lying a tti tu des." she says. “You don't get that 
by asking where are the canceled checks, and 
frankly that’s not my expertise. 1 was trying to 
find out how angry she was and who did she 
blame." 

Clift says she has been trying to shake the 
pro-Clinton label ever since the 1992 New 
H amp shire primary, when she predicted that 
BiD Clinton would wm the Democratic nomina- 
tion. 

“I don’t want to be seen as someone who will 
defend the Clintons at any length.” she says. “1 
really don't think that's my role. 1 also don't 
warn to take g ra t u it ous shots just to prove rm 
in d epen d e n ce . I have certiBilv cnoozed t hem 
when 1 think they deserved it." 
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Robert D. Novak 


Unflattering Family Portrait 


The cumulative release ot details 
about how BUI ana Hillary Clinton, 
before entering the White House, 
earned extra money and limited their 
tax liability has propelled many 
thoughtful Democrats into despair 
about the political consequences. 

They are hardly reassured by the 
apparent lack of criminal liability by the 
Clintons. Nor did the resurgence in 
popular esteem for the president after 
his masterful press-conference perfor- 
mance March 24 cheer savvy Demo- 
cratic politicians that much. Barely get- 
ting above 50 


ratings is seen as temporary 
relief, not likely to survive the new 
churning of Whitewater. 

The Whitewater affair is not Wa- 
tergate. where criminal actnrr.y was 
tied to the White House. But it s not. 
as presidential political adviser Paul 
Begala has maintained, merely a case 
of the CKntfln taa r» »p nniing too 
slowly to armsttions b ecau s e they 
were so outlandish 

Rather, a new public p er c e ptio n of 
the presklent and Fust Lady has 
em erged from a daily o u tpo uri n g of 
details that caused one pr om i nent 
Democ ratic member ot Congress to 
privately c on fid e last week that be 
c an not bear to look at the daily news- 
papers. The cultivated image of the 
Cfintons “playing by the rules'* and not 
interested in money is in d isr epa i r. 

This d on at e tr anscends Republican 
Rep. Jim Leach’s inquiries into wheth- 
er Madnon Guaranty Savings & Loan 
was mi l ked in efforts to save the 
Wlntewater land development prefect 
and Special Counsd Robert Fake's 
great for criminal violations. The core 
politic al p robl em is what has been 
lea rned about the first family's person- 
al finances during the Little Rock 
yarns. 

The precursor came list December 
when it was revealed that Clinton had 
tatam a S6 tax deduction on three pres 
of underwear don at ed to the Salvation 
Army. That was the tip of the iceberg. 
Repeated efforts by the Clintons to 


The cultivated 
image of the 
Qintons “playing 
by the rules ” ... is 
in disrepair. 

wrote on March 21 that “the Clintons’ 
mistakes on their tax returns were so 
obvious and so pervasive . . . that one 
has to wonder whether they were not 
playing the audit lottery— that is. bet- 
ting that they would not be among the 
one percent of taxpayers audited by 
the Internal Revenue Service. 

The extent of these mistakes has led 
tax professionals in Washington to 
speculate, tongue in cheek, that the 
president may be shielded from possi- 
ble criminal action by the so-called 
"innocent spouse's law." That is a ref- 
erence to Section 6013(e) of the Inter- 
nal Revenue Code, which, to protect 


innocent wives from dishonest hus- 
banas. relieves a spouse rrom tax liabil- 
ity if the other spouse a soieiv resoon - 
sible for “substantial understatement ot 
tax." 

Actually, tax expens suggest that 
the Clintons, under a worst-case sce- 
nario, are protected by a statute of 
li m i t ations of three years on cm! fraud 
and six years on criminal fraud. They 
are unp rotected, however, from the 
unforgiving stream of information. 

That the Clintons were so possessed 
in maximizing their income and mini- 
mizing Unde Sam’s share of it is vari- 
ously attributed to the culture of Little 
Rock, to the alleged greed of the '80s 
or to a combination of both. The better 
explanation may be that the president 
and First Lady fell victim to the pas- 
sion by promine n t public servants of 
both parties to have it all— both politi- 
cal power and personal wealth. What 
hurts the Clintons is how far it is from 
the image they studiously promoted 
C 1VM. Oman Sfwftem fee. 


Tta is far from the impre ssi on culti- 
vatad by the White House that the 
too pr eoccup i ed by the 



Ok expe rt who has been commis- 
sioned by news organizations to exam- 
ine the Clintoo tax returns. San Anto- 
nio CPA Steven Banlder. tees a 
"pattern" that a ducoocertaig" for the 
community of tax preparers. "Cldarly." 
he said, “no preparer would have * 
reasonable basis lor some at the deduc- 
tions on the Clinton returns." 

That conduwon a also readied in 
drtailed analysm by Lee Sheppard over 
the peat three months in Tax Notes, a 
.. p u b li cati o n for tax pc n f eimna ls He 
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nem n.ivr u"ivcd mm inr Clintons 
\mansas lonncctmns ami raisea 
guest hmis aoout the investigation into 
Mr. Foster s death. 

Questions ef Tone 

If there ts criticism — and there is 
— that the tone of the editorial pace 
turned taunting after Mr. Foster's 
apparent suicide. Mr. Bart lev does 
not appear con c erned. “If you have a 
good story, run with it." he said. 

Some Journal watchers say thev 
are offended. “To me. it’s so mean- 
spirited." said Stephen Hess, a media 
analyst at the Brookings Institution 
and a Republican who worked in the 
Eisenhower and Nixon Administra- 
tions. 

“It seems to take such toy in every 
foot fault of the President and every- 
one close to him.” Mr. Hess said. “It's 
as if they are really trying .to bring 
down a Presidency." 

Mr. Bartley denies that. Still after 


.n interlude loilowing Mr. Foster •= 
jeain last summer. The Journal's 
editorial page returned in mid-De- 
cember to us “Who Is Vincem Fos- 
ter?” themes. 

A Different Reaction 

All the respectful attention from 
the media lateiv. Mr. Bartley said in 
his office at The Journal last week, is 
“the other side of the com." He said 
the reaction was the opposite of what 
occurred after Mr. Foster's death. 

“People.” he said, “were assigning 
us a sense of responsibility.” But a 
newspaper cannot be held account- 
able for me effects of depression m an 
official it covers, he has said repeat- 
edly. 

Mr. Bartley said he did not under- 
stand criticism that The Journal's 
editorials arc mean in tone. “Look." 
he said, “we write lively editorials." 

To be sure. The Journal's editorial 
pace has never been shy, at least 
since Mr. Bartley took over m 1972. U 
has had clear likes (Oliver North, 
Robert Boric. Ronald Reagan and the 
junk bonds of Michael Milken) and 
dislikes t cultural elites. Lam Guimer 
and "frantio prop agandi sts'' and 
“left-wing lobbyists" like Common 
Cause and the National Association 
for the Advancement of Colored Peo- 
ple). Mr. Bartley won a PuHtaer Prize 
for editorial writing in 19 Ml 

His top deputy. Daniel Hemunger. 
wrote one of the best-known recent 
Journal editorials. “No Guardrails,” 
in March. It concluded that it was 
possible to specify when America 
“began to up off the emotional 
tracks." According to The Journal it 
was ui August 1968. during the 
antiwar demonstrations at the Demo- 
cratic National Convention m Chi- 


Mr. Bartley's stewardship of the 
editorial page cieartv has the support 
of senior officials at Dow Jones a 
Company, which publishes The Jour- 
nal Mr. Bartley has been a vice presi- 
dent of the newspaper and a member 
of the company's m a n ag em e n t com- 
mittee for a decade. In an interview 
last week. Mr. Kami called Mr. Bart- 
ley “one of the genuine intellectual 
le a ders of America.'' 

In person, the b es pec t acled Mr. 
Bartley is so deferential that he ap- 
pears to cringe at bemg the object of 
interest. His sentences are mterrupc- 
ed with pauses and it is nearly impos- 
sible to detect the table poundmg that 
is so familiar on his editorial page. 

Mr. Kaim and others who have 
known lum for years say it is part of 
Mr. Bartley s writer's personality to 
reserve lus passions for the praked 
page. Mr. Bartley was briefly a re- 
porter for The Journal in the early 
1960‘s and joined the editorial page 
staff in 1964. 

What he perceived as the hypocrisy 
of the left in the I960's. he said, began 
his drift from moderate Republican- 
ism toward the right As the founda- 
tion of his think mg. he cites his youth 
in Ames. Iowa, where society's struc- 
ture and the values of individual re- 
sponsibiiitv made sense. 

"The pendulum." he said, “has 
gone too tar and we need to go back 
and think about individual responsi- 
bility and the values that come with 
that kind of upbringing.'' 






4803 


Los Angeles Times 
April 4. 1994 

James Leach 

Viewing Whitewater as a 
Matter of Public Ethics 

By Michael Ross 


WASHINGTON 

N ot given to overstatement. Rep. James A. Leach of Iowa is the first to 
admit that, as scandals go. Whitewater is no Watergate. And yet by a 
twist of fate. Watergate was indirectly responsible for the fact that Leach 
now finds himself cast as President Bill Clinton's chief congressional 
accuser in the controversy involving a failed Arkansas thrift and ns ties to 
a real -estate venture half owned by the Clintons. 

Two decades ago. it was Watergate and a confrontation with another 
President— Richard M. Nixon— that changed Leach's life, propelling him into 
politics and setung him on a career path that would lead to the House Banking 
Committee, where he now sits as ranking Republican. Then a rising young 
diplomat with a masters degree m Russian studies. Leach had just been assigned 
to Moscow when Nixon fired Archibald Cox as special Watergate prosecutor in 
the Saturday Night Massacre. Outraged by the abuse of presidential power. 
Leach promptly resigned from the Foreign Service, saying his conscience no 
longer allowed him to serve in Nixon’s government 
Instead of Moscow. Leach went home to Davenport. Iowa, to help run the 
family propane-gas business. When he launched his first bid for Congress m 
1974. only four people showed up for the rally. However, one of them, architect 
Elizabeth Foxley. became his wife the following year. They have two children. 
Elected on his second try in 1976, Leach has easUy won reelecuon ever since. 

Soft-spoken and almost priestly in demeanor— a colleague jokes that when 
Leach speaks, he expects “the words to come out in Latin' — Leach is. at first 
blush, an unlikely candidate to lake on the President Though a fiscal 
conservauve. Leach is so liberal on social issues that his fellow Republicans 
frequently deride him as a "crypto -Democrat." Indeed. Leach's main targets 
have been Republicans— Nixon for Watergate. Ronald Reagan for Iran-Contra ! 
and the GOP leadership for its embrace of the religious nghL He was a friend 
and defender of George Bush, but often voted against the latter's posiuons. 

Until now. Leach. 51. was perhaps best known for the crusade he waged m 
the Banking Committee during the 1980s. to stave off what he warned was an 
impending SAL crisis by requiring thrifts to increase their capital and restrict 
speculative investments. At the ume. he was widely ignored by both Democrats • 
and GOP, who now ruefully admit they were wrong while he alone was nghL 
In Whitewater. Leach has an issue that friends say engages his two main ! 
passions; banking and public ethics. And in the party panah. the GOP leadership j 

has found an unlikely but useful champion— whose squeaky-clean record and . 
history of nonpartisanship makes turn nearly impervious to Democratic charges 
that he is only trying to embarrass Clinton for political reasons^ j 


* i.-jr.ir.A .ujhiA 9.w.j:v Xtt.*sr. 

" . H t 

Q a estl — : The polls suggest Xmericanaort 
still unsure what Whitewater is about 
and have trouble understanding the CK»- 
ions' role in U.Soto start with, what is 
Whitewater about and why should Ameri- 
cans care about it? • , ) > . .-jV 

Answer Whitewater is about conflicts 
of interest . . . involving a real -estate 
investment in which one-half of a part- 
nership put in substantially more re- 
sources than the other half. They also 
involve the intermixing of taxpayer- 
guaranteed resources with a private ven- 
ture. to the potential advantage of a 
public official. That is what makes the 
circumstance a public rather than simply 
a private interest It should be stressed 
that on the public record is the fact that a 
failed savings and loan infused far more 
capital into Whitewater than then-Gov. 
[Clinton). 

In a nutshell, you have a conflict of 
.merest in multi thousand -dollar propor- 
tions which may have contributed to 
mulumiliion -dollar losses for the taxpay- 
er when tne SAL subsequently failed— 
due. in part, to its investment in White- 
water and other real -estate ventures of 
quasi -similar composition. 

9: Fou have been conducting your own 
Whitewater probe and have turned over 
the results to Special Counsel Robert B. 
Fiske Jr. What evidence did you find to 
show that money was diverted from Uadi- 
son Guaranty to Whitewater? 


Michael Rost covers Congress tor The 
Times 


■r+»fc||rn«rt /Ifti.n .) jm xy 1 — r 

.,‘mA ..tii , 

Ax We provided a senes of check stubs 
that show money flowing (into Whitewa- 
ter ) from Madison -affiliated entities. 
Then there is on the public .record the 
Madison Marketing $7,500 check that 
went to pay off a Clinton loan. Then (RTC 
investigator! Jean Lewis has indicated 
that she found approximately $70,000 
going . .'. into Whitewater over a six- 
month period alone. 

So you have three precise sets of 
evidence. One is the $7,500 check; one is 
the $70,000 transfer, for which, by the 
way. there is also a check trail, and 
thirdly, the check stubs that relate to a 
senes of small transfers in an earlier ume 
period. That is the evidentiary circum- 
stance laid on the table. 

Q: And do you believe the Clintons were 
aware of at least some of these transfers 7 

As If one views the former governor 
and former first lady of Arkansas as 
passive investors with little involvement 
in the deal -making ethos of the politics of 
the ume in Aricansas. then it is credible tc 
assume that they might not have Known 
On the other nand. if one's assessment of 
[the Clintons) is a little more skepucal. 
one might reach a different conclusion. 
Those are judgmental elements at this 
ume. not proven circumstances. 

But let me stress that Whitewater also 
received an infusion of funds from a 
small -business investment corporation 
(Capital Management Services. Inc.) 

. and its former head, who has plea -bar - 
I gained with the special counsel, has 
I alleged that the governor urged him to 


try] 
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make this particular loan and that the i 

funds for this loan originally came from a i 

substantial loan from the SAL Madison j 
Guarantv. So these are the allegations on < 
the table, though they are by no means j 
proven. j 

Q: PoUm also indQati that most Amiri - ! 
cans believe the media is paying too mart I 
attention to Whitewater. How has the i 
media handled i! in your mew? i 

\z Yes. we nave given too much I 
attention to the issue. My own sense is i 
that what you have here is an issue of | 
public ethics that deserves being raised— i 
and then deserves being resolved. All the i 
minoritv ever requested almost five * 
months ago was for a hearing on the • 
subject. If that hearing had occurred, this 
would have been a one -to -three- week ! 
issue. As it wonted out. the decision to , 
deny public accountability piqued public I 
interest, and particularly press interest. . 
and the issue escalated . . . . It’s one of . 
the reasons wny I have repeatedly sug- | 
gested that. with full public disclosure ; 
and full accountability. 1 am more than 
willing— in fact. 1 am quite eager— to 
bnng this issue to resolution. It's my view 
that accountability is in order, but that a 
constitutional crisis is not. 

Q: Republicans say Democrats are trying 
to keep Whitewater from coming out. But 
didn t Republicans try to do the same thing 

with Democratic- an vrn prooes like Water- 
•fate, irtin-iontra ana iraooate— which 
you voursrtt opposed' 

A: Wait lust a minute. 1 am on the 
public record as supporting the lraqgate 
inquiry l was aiso Congress leading cntic 
on the legal and constitutional implica- 
tions of the Iran-Contra policy. 1 support- 
ed every investigation in the House 
Banking Committee— including those 
critical os a number of Republicans. In 
fact. I suggested the investigation of 
Reouoncan i»ov « Fife! Svmmeton 


Los Angeles Times 
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The only investigation 1 had doubts about 
was the so-called October Surprise, 
which is the one issue in which George 
Bush was somewhat vindicated. 

Now. I didn’t draw the same conclusion 
that everyone did (about lraqgate! .... 
But 1 supported the decision to go ahead 
with the inquiry. ..... * 

Q: You’ve been described as moderate 
and nonpartisan. But now some Democrats 
are saying that ambition has driven you to 
the right; that you re Looking for a party- 
leadership position; that you're much more 
partisan now. Who is Jim Leach, and why 

is he so hied on Whitewater? 

hi First let me say that I'm perplexed 
at all of the motivational queries. In all of 
the major | congressional 1 probes of the 
last several decades, no one .. . ques- 
tioned the motives (for holding them|. In 
terms of party leadership. I'm not a 
candidate for any House leadership posi- 
tion. and I've made that very clear. 

But if you re looking for motives, part 
of n relates to a strongly held conviction 
that public ethics are not an issue of the 
left, right or the center. I feel this very 
strongly. To paraphrase Barry Goldwater. 
“Moderation in the pursuit of truth is no 
j virtue and vigilance in defense of public 
ethics no vice." 

1 In terms of happenstances. I came to be 
1 the ranking member of the committee of 
: jurisdiction over the SAL circumstance 
in which state governments in a 
small numoer oi states piaveo a signifi- 
cant roie in the losses that occurred. 

| ve argued that there is a inpoa of 
responsibility for the largest, single, do- 
i mestic public-policy mistake of the cen- 
- lury— the quarter- trillion -dollar SAL de- 
bacle. 

One part of the inpod relates to loose 
l laws passed bv a loooe Congress; a second 
i pan relates to ideological deosion-mak- 
I ing within the Reagan Administration on 
. deregulating an industry that demanded 

_f-1 


?rtain standards, ar.a tne tr.ira oar. 
relates io a small numoer of slates— in 
particular. Texas. Louisiana. Arkansas, 
ana California— wmch failed both at the 
reguiaiorv ena and at the legislative ana 
execuuve levels to recognize their re- 
sponsibilities to the deposit- insurance 
system. . 

In Arkansas, the percentage losses 
were as extraordinary as they were in any 
state . While Whitewater started out 
as nisi a basic real -estate development 
effort, sy the time it was over, it hac 
become a real -estate aeveiooment effort 
that lr.ciuaeo .'uosunuai infusions c: 
taxpayer -guaranteed resources . In 
the ena. it was tne taxpayer mat picxea 
up the tab for some of the soecutauve 
investments of a political figure. 

So all 1 would suggest is that motiva- 
tional aspersions are no suosutute for full 
disclosure. They are not answers to the 
questions raised. 

Q: Are you under pressure from the GOP 
leadership to press ahead with your probe? 
hi No. sir. 

Q: What about the motives of some of 
your more partisan colleagues? 

A: 1 am very ill at ease with speaking 
about parusansnip. but 1 will say this: It is 
a responsibility of all minority parties in 
all Western aemocracies to shine the 
spotlight of emoarrassmeni on the ruling 
or governing parties when they breach 
the law or breacn public ethics. 

1 also believe it's the constitutional duty 
of a member of Congress to oversee the 
execuuve branch By chance, as the 
ranking member of the committee of 
junsdicuon. a little extra resoonsibtlity 
has fallen on my shoulders. Not by choice, 
but by circumstance. 

Qs The Demo c r at s say they will allow 
Whitewater hearings only if they don’t 
interfere with Fiskds investigation. Are 
you confident that hearings will be held? 

hi It‘s more likely they will be held m 
the Senate than in the House . But I 
have some doubts that full-blown hear- 
ings will be held. 

Q: Will you press the issue when Con- 
gress returns from its spring recess? 

hs TMs is a good ume for a bit of a 
respite; There is no individual in America 
who weuW*be happier to put this issue 
behind them more than I— with the 
possible exception of the President and 
the First Lady. 

Q: Are you saying you are not going to 
press for hearings, that you've made your 
case and are ready to let things lie as they 
are fora while? 

A: No. no ... But my own sense is 
that now would be a good ume to give the 
special counsel a little bit of rope to 
proceed. While Congress has historically 
had in -tandem probes wuh U.S. attorneys 
or special prosecutors, there is no neces- 
sity that they occur at this ume. A little 
slack isn't inappropriate. 

Q: Are you confident Fiske will do o 
thorough job in his investigation? 

hi I firmly believe Fiske is a very 
honorable man and that he will do a very 
honorable job. If I were to give him any 
advice, it would simply be to give the 
President of the United States the benefit 
of the doubt at every turn. 

Q: The D em o crat s fear Republicans will 
use Whitewater to sidetrack health care and 
other issues on Clinton s leoislaiive agenda 
What is the likelihood that Whitewater mi. 
oversnadow the congressional agenda ? 

hi 1 personally, totally and completes 
concur that it’s crucial we not let an issue 
like this sidetrack the three mam agenda 
items of this year in Congress— which are 
health, welfare reform and crime legisla- 
tion . . . . But the way you put Whitewa- 
ter behind is to have full disclosure ana 
full accounting. Unless and unul you do. 
Whitewater will continue to have ;» 

momentum of its own - 
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Whitewater 

Controversy 

■ Clearly Congress needs to pass a law 
exempting presidents, while in office, from 
the governmental investigation or prose- 
cution of any matter other than malfeasance 
in current office. A federal law could extend 
the statute of limitations on other actions 
until the ena of the final presidential term. 

The executive branch is being seriously 
damaged by pohucallv motivated invesu- 
gauons. Soon ontv a living saint will be able 
to function in office and I am not convinced 
that such a holy man would be in the 
country's best interests. 

BARRY J. WALSHE 
Newport Beach 

■ Invesugauhg the Whitewater affair at this 
point is a dear case of sandbagging after the 
flood. However, now that Congress is in such 
a virtuous mood, it might be a good ume to 
suggest a way to prevent future indiscretions 
of this nature. 

Quite simply, a law should be passed that 
all elected officials get their taxes audited 
every year. Not only would it help to keep 
politicians in line, it may raise a good deal of 
revenue. How about il Sen. Dole? 

WTLUE WATSON 
Lawndale 

■ In your editorial of March 28 you ask. "Is it 
reasonable to establish a set of ethical 
expectations for our pod naans that rises 
along with their prominence, thus setting up 
a situation m which the bombshell explodes 
only at the point at which it is most damaging 
to the country?” My answer as a auaen voter 
uncommitted politically is a resounding yes! 
Il is not only reasonable but essential to have 
leaders of moral fiber. Not considering here 
the issue of having to trust them nor the 
effect of leadership roie models on the rest of 
us. to tolerate and accept less from national 
leaden is a sure route to the disruption 
caused by certain exposure of their wrongdo- 
ing. I. as a citizen of our beloved country, will 
continue to expect honestv for my vote. 

ARTHUR WONG 
Topanga 

■ The Tunes reported on Republican Rep. 
Jim Leach's charges on the House floor 
against President and Mrs. Clinton s dealing 
with their Whitewater investment (March 
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—). Leach s extensive cnarges came after a 
months -iong investigation ana then he an- 
nulled that the evidence does not directly ue 
Clinton to any wrongdoing. He then ac- 
knowledged that "on the landscape of pobu- 
cal scanaals” Whitewater may end up being 
only ”a bump.' 

Then why do the Republicans keep insist- 
ing that mere is any need for congressional 
hearings? The Republicans are trying their 
best to turn this bump in me political road 
into a Watergate/ Iran -Contra mountain. 
This is ample indication that me President's 
opponents have liule else to offer than 
tabloid -style politics at a tune when we need 
serious plans to direct me country on me 
path to prosperity and justice. 

GARY ZEMBOW 
Hollywood 

a Regarding the March 24 “press confer- 
ence.'' which was centered on the White- 
water scandal, it's quite insightful to me that I 
never once heard the name Vince Poster. 
Neither did I hear the words “shred” or 
"cover-up. ' I suppose this scenario should be 
preserved in some form for me next clinic on 
"our hard-hitung press at work.” What a 
marshmallow toss! 

BARRY COOK 
New hall 

a Robert McFartane (Commentary. March 
23) suggested that President Clinton and Sen. 
Bob Dole get together and agree to discontin- 
ue Whitewater hearings if Clinton will 
publicly come clean. He ales me example of 
President Eisenhower. Sen. Lyndon Johnson 
and Speaker Sam Rayburn. The problem 
with this is that Eisenhower, unlike Clinton, 
was elected by an overwhelming majority, 
never told a lie and was a war hero rather 
than an embarrassment to the military. 

We have elected a President based on 
promises (turn the economy around, reform 
health care. etc. ) instead of character, stature 
and honor. If Clinton went ”... before the 
people and |iaid| everything out." who would 
believe him after a history of constant 
dissembling? 

ARTHUR EVANS 
Redondo Beach 

■ Can Clinton pardon everyone associated 
with Whitewater for any possible cranes 
now. saving investigators yean of work, or 
must he wait for Christinas like George Bush 
did? Of course we would truss me spectacle of 




Congress embarrassing itself in hearings anc 
destroying any poaability of criminal indict- 
ments. 

• STEVEN srmc 

San Dimas 

■ Congratulations to Hillary Clinton for her 
astute business sense and ability to profit in 
the late 70s bull commodities market . 
and shame on the media and The Times for 
implying that this was somehow indecent or 
improper (March 30). Do I detect a bun of 
envy? Look up tnvesrmrat in me dictionary 
and learn not only that profitability is a goal, 
investing is a key element of our free-market 
economy. 

Had Hillary significant losses, her de- 
tractors would be quick to imply she was 
squandering hard-earned family “milk mon- 
ey." This Republican is liking Ms. Clinton 
better evervdav. 

BILL RYAN 
Dana Potm 
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Whitewater 
Wasn’t All that 
Seemed Fishy 
At Madison 

By ROBYN MEREDITH 

Washington — J am es b. 

McDougal, President Clinton’s 
former business partner, ar- 
ranged a series of questionable 
real estate deals in addition to 
t he fam ous Whitewater venture, 
according to regulatory doc 
: uments. 

The deals apparently led to 
the demise of Mr. McDougal's 
Arkansas thrift. 

The Office of Thrift Supervi- 
sion released nearly 15 pounds 
of documents Thursday relating 
to Mr. McDougal's failed Madi- 
son Guaranty Savings a nd Loan 
in response to a Freedom of In- 
formation Act request filed by 
the American Banker. 

“For several yean the major- 
ity stockholders and a group of 
affiliates structured t ransactions 
for personal gain to the detri- 
ment of the institution,” accord- 
ing to an internal document of 
the Dallas Federal Home 
Bank dated February 1988. 

After Clinton Deal 
The earliest Hn«»«w»«f re 
leased by the OTS date from i 
1983, five yean after then-Ar- 1 
kansas Attorney General Bill j 
Clinton and his wife joined Mr. i 
McDougal and his wife in buy - 1 
ing 230_acres that w ere la ter) 
known as the Whitewater 
estates. 

Rep. Jim le a c h. R-Iowa, has 
charged that the development 
company that they formed end- 
ed up skimming ofT deposits 
from Madison, costing taxpay- 
ers money when it failed 
“Whitewater may have begun 
as a legitimate real estate ven- 
ture, but it came to be used to 
skim, directly or indirectly, fed- 
erally insured deposits from an 
SAL and a small business in- 
vestment corporation.** Rep. 
Leach said in a March 24 speech. 

“When each foiled, the U.S. 
taxpayer became obligated to 
pick up the tab,” Rep. Leach 
said. 

Subsidiary Used 

None of the documents re- 
leased by the OTS mention the 


OTS documents 


show other dubious 


deals by a former 
Clinton partner. 


President or his wife. 

Instead, they shed light on 
how Mr. McDougal used a thrift 
subsidiary, Madison Financial 
Carp., in its real estate deals. A 
grand jury indictment charges 
that the subsidiary would bor- 
.,row money from the thrift to 
buy land for real estate ventures, 
allegedly using straw borrowers. 

Because the transactions 
showed up on the affiliate’s 
books, they caused Madison Fi- 
nancial to appear to earn a prof- 
it As a result its chairman and 
president - Mr. McDougal - 
earned a 10% bonus from the 
company. _ . 

Insolvent in *84 
The documents showed that 
regulators knew as early as 1984 
that Madison was insolvent al- 
though they did not take it over 
until 1989. ^ 

It was common in the 1980s 
for regulators to exercise such 
forbearance, since the federal 
government had not allocated 
money to resolve insolvent 
thrifts like Madison. 

The 1988 document from the 
Dallas Federal Home Loan 
Bank focused heavily on the real 
estate transactions. 

“These projects were devel- 
oped and marketed via business 
entities owned or controlled by 
the majority stockholders, re- 
sulting in substantial cash pay- 

In 1988 the Dallas 


Home Loan Bank 


wrote of Insider 


transactions. 


ments to themselves and other 
affiliates,” the regulators memo 
reads. 

“Corporate resources were 
utilized to develop large real es- 
tate projects through the wholly 
owned service corporation. 
Madison Financial.” the memo 
said. 

Audits of the S&L showed it 
was insolvent to the tune of $5.6 
million at the end of 1985, and 
by $10.4 million in 1986. By the 
end of 1987, Madison bad a 
$12.1 million deficit capital po- 


sition. the Dallas memo said. 

In 1985. Mr. McDougal held a 
fund-raiser m Madison Guaran- 
ty’s lobby to help then-Gover- 
nor Clinton retire his 1 984 cam- 
paign debts. 

Five years later, Mr. McDou- 
gal was indicted on charges of 
h a nk fraud. Madison failed in 
1989, costing taxpayers and esti- 
mated $60 million. 

Hie documents also show that 
Madison ballooned in asset size 
after Mr. McDougal came to 
control it Much of the growth 
was funded by brokered de- 
posits. 

“Its standings increased 
1,437.99% from December 31, 
1982 to December 31, 1985,” 
regulators wrote in the Febru- 
ary, 1988 memo. “This rapid 
amount of growth was not ac- 
companied by proportionate in- 
creases in capital.” z 
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GAO Cites Insider Lending Abuses 
In Most ’90 and ’91 Bank Failures 


By ROBERT M.GARSSON 

WASHINGTON — Insider 
lending was a problem in the 
majority of banks that failed 
during 1990 and 1991. but simi- 
lar abuses were evident in 
healthy banks as well, according 
to the General Accounting 
Office. 

The Congressional watchdog 
agency said the 175 failed banks 
with insider problems cost the 
insurance fund $5.4 billion. 

The most common abuses 
were preferential loan rates and 
loans that exceeded a bank's le- 
gal limit. 

To cope with insider abuse, 
the accounting office recom- 
mended that regulators include 
a thorough review of insider ac- 
tivities in the next round of ex- 
aminations for all banks. 

Directors’ Role Stressed 

In addition, the agency said 
communications between exam- 
iners and bank directors should 
be improved. 

Examiners should take steps 
to ensure that directors under- 
stand the problems facing a 
bank as well as the general prop- 
osition that such problems “are 
most often a consequence of de- 
ficiencies in the overall manage- 
ment and oversight by the di- 
rectors.” 

The GAO study showed that 
insider lending problems were 



contributing factors m 175. or 
61% of of the 286 bank failures 
m those years. 

Post Facto Investigation 
The accounting office also 
said that examiners were not do- 
ing as well as they should in 
identifying insider problems. 
Federal Deposit Insurance 


Corp. investigators working af- 
ter the bank failed were more 
likely to identify insider prob- 
lems than were examiners work- 
ing in the institution while it was 
still open, the study showed. 

However, examiners did a 
better job in identifying losses 
from insider loans, the GAO 
said. 

The study said investigators 
have an advantage over examin- 
ers in ferreting out insider vio- 
lations. 

"Former bank employees are 
more likely to be willing to talk 
to investigators about insider 
problems after a bank has failed 
and their jobs can no longer be 
jeopardized by such discus- 
sions.” the report noted. 

The GAO analysis showed 
that insider violations were 
strongly associated with man- 
agement problems. 

Problems Listed 

Among the problems cited in 
the study were the failure of 
management to respond to regu- 
latory criticisms. negligence, and 
passive or negligent directors. 

The GAO also selected 13 
banks that had not been closed, 
and found that insider viola- 
tions had been cited in 10 of the 
institutions. 

Insider problems consist of 
fraud by insiders like bank offi- 
cers and directors, insider abuse, 
and loan losses to insiders. — 
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Another Former OTS Aide Joins 
Regulator of Fannie and Freddie 


Aida Alvarez director of the 
Office ot Federal Housing Enter- 
prise Oversight, has snagged an- 
J other Office of Thrift Supervi- 
; shm official 

f Joining the regu- 
lator of Fannie Mae 
and Freddie Mac - 
as head of examina- 
tions and regulatory 
oversight - is Mari- 
anne D. Wright, 
who since 1989 has 
I been assistant re- 

gional director in the OTS* West 
j Region office in San Francisco, 
j She will direct federally man - 

. dated financial examinations of 
t the two secondary-market agen- 
cies. formally known as the Fed- 
eral National Mortgage Associa- 
tion and Federal Home Loan 
Mortgage Corp. 

Ms. Wright is the third *e««o r 
OTS official to join the agency 
since it was formed last June. 

* * • 

Margery Waxmaa. who 
served as acting general counsel 
to the Department of Treasury 
during the Reagan administra- 
tion. has joined the law firm of 
Greenberg, Traurig. 

Larry Hoffman, the firm’s 
managing director, said Ms. 
Waxman will focus on expand- 


ing the financial services prac- 
tice. with particular emphasis on 
banking and regulatory work. 

* * a 

Friday was Dick Synm’s last 
day as president of the Boston 
Fed. and today is his first as 
chairman of the American Stock 
Exchange. 

Cathy E. Minehan. first vice 
president, will run the bank until 
a permanent replacement is 
named. Don’t look for an an- 
nouncement soon, though. The 
Boston Fed’s board hasn’t yet 
decided on a search firm. 

* m * 

Jan SUnpoch has left her po- 
sition as banking aide to Rep. 
Larry LaRocco to become feder- 
al liaison to the Texas Depart- 
ment of Insurance. Her duues 
will be. assumed by the Idaho 
Democrat’s legislative director. 
Mark Brownell 


At the Federal Housing Fi- 
nance Board. Rita 1. Fair took 
over last week as acting manag- 
ing director with the departure 
of Phil L. Conover. She had been 
assistant to acting chairman 
Nicolas P. Retsinas. □ 


The Week ahead 



Empty Capitol: Congress continues its Easter recess this week. 
Lawmakers are scheduled to return next week. 



Lad wig Milestone: Comptroller of the Currency Eugene A. Lud- 
wig c eleb r a tes one year m office today. Four more to go on his five- 
year term. 

Thrift Conversions: National Economists Club luncheon. Michael 
Laub of State and Federal Associates Inc speaks on topic “Who 
profits from the chang ing ownership status of mutual thrift insutu- 
uons?" Noon at the Library of Congress. Madison Building. 101 In- 
dependence Ave. SE Call 703-532-9048. =2 
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Inquiry Strains the Ties 
Of Administration Aides 


BvGWEN 1FILL 

WASHINGTON. April 2 - The 
-ironu oond oetween me Treasury 
Deparimeni and me White House — a 
link mat has oeen central to the Clin- 
ton Administration's effort to turn the 
economy around — has been strained 
m recent weeks by me fallout from 
the Whitewater investigation. 

White House officials who spoke on 
condition oi anonymity said they be- 
lieve that damaging disclosures 
about two of the President's top ad- 
visers. George Siephanopouios and 
Harold M. Ickes. were the work of 
Roger C. Altman, the Deputy Treas- 
ury Secretary 

And manv Treasury officials are 
equally convinced that Mr. Altman 
took too much of the early blame for 
participating in a White House dis- 
cussion ol the investigation by the 
Resolution Trust Corporation, the 
agency he heads that is charged with 
unraveling me savings and loans col- 
lapses. 

Mr. Altman, who once routinely 
roamed the halls of me White House 
to attend various meetings about eco- 
nomic strategy and health care, has 
spent more time lately with lawyers. 
He flatlv denies that he leaked any 
damaging information about White 
House officials. 

But the suspicion has taken at least 
shallow root in the Administration 
because of the workings of the grand 
jury mat is investigating the Govern- 
ment's oversight of Madison Guaran- 
ty. me failed Arkansas savings and 
loan that was owned by James B. 
McDougal. a former Clinton business 
partner. A number of Administration 
officials have acknowledged holding 
"inappropriate" conversations relat- 
ed to the matter at a time when me 


A White House- 
Treasury gulf 
grows. 


Resolution Trust Company was in- 
vestigating Madison. 

Morale and trust have been under- 
mined at bom Treasury and the 
White House, officials at bom institu- 
tions said. Leaks to the press have 
been traced and speculated upon with 
an intensity that belies the calm offi- 
cials seek io protect. 

One piece of evidence: President 
Clinton and Treasury Secretary 
Lloyd Beni sen discussed the frayed 
relationship as they flew on Air Force 
One to Dallas last weekend. 

And in the hallways o t the White 
House, senior officials who used to 
casually pick up the telephone or stop 
io chat with T reasury officials in the 
West Wing hallways now hesitate be- 
fore thev make a call, and avert their 
rves wnen thev see a colleague com- 
ing who mav have testified before the 
^rand lurv. saui one official: “There 
is a much hiener level of distrust, ana 
it s aliening me wav people deal with 
each other 

But as the distance between offi- 
cials wonting in two buildings sepa- 
rated only by a narrow street has 
grown, some senior officials have 
said mat the current flurry of finger- 
pointing will not cause lasting dam- 
age. 


‘Bearing Lp Prenv Well’ 

! think it s unucrstanuable that m 
me last lew weens mere s been a fair 
amount oi stress on the White House, 
on people who serve there." David R. 
Gergen. the counselor to the Presi- 
dent. said this week. "I think people 
are bearing up prenv well under me 
circumstances." 

Much is at stake. Treasury and 
White House officials, who worked 
together closely to mount successful 
campaigns last year on behalf of the 
Administration s economic plan, the 
North American Free trade agree- 
ment and on trade policies toward 
Japan and China, still have a full 
plate. 

ThvS week. Mr. Bemsen met with 
officials about Treasury's role in the 
gun-control provisions of me anti- 
crime bill, and on Monday. Mr. Alt- 
man will resume his seat at me 
heaim care strategy planning ses- 
sions run by Mr. Ickes. 

Top officials, including Mr. Bent- 
sen. Mr. Altman and Mr. Stephano- 
poulos. have been attempting to dear 
me air through intermediaries. 

•I think the White House knows 
that the Treasury is totally support- 
• ive." Mr. Altman said in an interview. 

"As far as I'm concerned, we're 
still a team. Mr. Siephanopouios 
said. "We're still a close team. We re 
a team that produced a tot” 

Accounts of the contacts provided 
by Mr. Altman and Joshua Steiner. 
Mr. Bentsens chief of staff, have 
often conflicted with each other, and 
also with more benign interpretations 
offered by White House officials like 
Mr. Siephanopouios. 

"The feeling before all mis was 
that Treasury was working like clock- 
work.'' one official said. 


He said mat Jean Hanson, me gen 
-rai counsel io ircasurv wno tow 
White House lawyers aoout an R.T •- 
recommendation to begin a criminal 
investigation on Madison, has a won- 
derful reputation for integrity and 
ability " He would not dismiss ner lor 
her mistake, he said, "unless mere s 
more man l know now." 

Mr. Altman, he said, "is very bright 
and a hard worker." Mr. Sterner, he 
said, “has done a hell of a )ob." 

Mr. Steiner. Mr. Bentsen said, told 
him of his telephone conversation 
with Mr. Siephanopouios about Jay B. 
Stephens, a Republican prosecutor 
who* was hired by me R.T.C. to con- 
duct a portion of the Madison investi- 
gation. And Mr. Altman, he said, as- 
sured him he has never leaked infor- 
mation damaging to the White House 

Officials insist that while me at- 
mosphere may be poisoned, policv- 
making has not been derailed. 
"Clearlv things are more tense than 
before." one senior official said. “But 
this kind of stuff can tear depart- 
menu apart, and that s not happen- 
ing at all." 


•Everybody Is Skittish’ 

One White House official com- 
plained that personal friends are now 
“setting up Chinese walls in private 
conversations. Another said that 
•everybody is skittish." 

Mr. Clinton has offered blanket 
support for his advisers, following a 
script the White House has used in 
other tight spots, in which he admits 
mistakes were made but mat they 
were neither venal nor intentional 
And Hillarv Rodham Clinton tele- 
phoned Mr. Altman after he recused 
himself from me Madison investiga- 
tion to reassure him that he would 
survive the adversity. 

Mr. Bentsen has maintained an art- 
ful distance from his wayward aides, 
offering support for them when 
pressed, but ordering up an ethics 
investigation into their behavior 
nonetheless. 

"It did not make me happy. I can 
assure vou of that." Mr. Bentsen said 
of me series ol missteps. "B ui I a lso 
understand these things happen. I 
have been around here a long time. 

Pan of me reason the uneasiness 
has continued to flourish is that Mr. 
Robert B. Fiske Jr., the special coun- 
sel investigating the Whitewater af- 
fair. has asked White House and 
Treasury oiiicials io hold off on their 
own internal investigations so as no 1 
to taint tne grand iurv inquiry. Mr 
Bentsen demonstrated his concern 
about the growing perception that he 
is in charge of a fractured agency on 
Friday when he summoned reporters 
to his office to defend his stall ano 
insist that business is continuing as 
usual at Treasury. 
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Clinton: Yet Another 
Scandal-Plagued Presidency 


By Kevin Phillips 

WASHINGTON 

M ake no mistake: Whitewater is 
about a lot more than possible 
small-time financial chicanery 
and a minor- league Washington 
cover-up. We arc talking about 
control of the presidency in 1996 
or earlier— and the only thing that 
matches conservative and Republican 
political opportunism is liberal and Demo- 
cratic hypocrisy. 

GOP stalwarts, uninterested in getting 
to the bottom of Watergate or Iran -Con- i 
tra. are now suffused with patriotism in 
pursuing Whitewater and the other alle- 
gations about Bill Cliitton. Conversely, 
there are too many congressional Demo- 
crats. once outraged over the immorality 
of earlier GOP regimes, whose past insist- 
ence on the public s right to know has 
become acquiescence in this Administra- 
tion's desire to have the public not know. 

No one should be surprised. This is 
human nature. It is also political history— 


Kevin Phillips, publisher of American 
Political Report, is author of "The Politics 
of Rich and Poor " His most recent book is 
"Boiling Point Republicans. Democrats 
and the Decline of Middle -Class Prosper i- 
ty" (Random House). 


and given the inadequate attention paid to 
such precedents in the television age. it 
may be useful to examine Whitewater and 
other Clinton controversies in the per- 
spective of past political scandals. 

To begin with. Whitewater— the land 
deal, with its related savings -and -loan 
chicanery— isn't enough to bnng down 
Clinton. Even Watergate was less a single 
event than a catchall. When Richard M. 
Nixon was forced out of office in 1974. the 
anu- Nixon furor fed on a wide range of 
issues beyond the break-in: the Nixon 
Administration's larger involvement in 
political espionage, the Daniel Ellsberg 
break-in. the ITT scandal and others. The 
scandal furor of 1973-74 was also a 
showdown over which party would pay 
for the failure in Vietnam— the Demo- 
crats who fumbled militarily or the GOP 
who used it as a cover for violating civil 
liberties. 

However, if Clinton won't be brought 
down by any single episode, it is possible 
to see the outline of a larger GOP 
indictment— a contention that Whitewa- 
ter is but one facet of a flawed Clinton 
morality that began with draft evasion 25 
years ago: then broadened with shady 
financial deals in 1970s and 1980s Arkan- 
sas; took further shape with Genmfer 
Flowers, and may now involve a Wash- 
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ington aDuse of power ana cover-up. 

For ihe President is America s cnief of ! 
state as well as the leader of a political i 
party, and he is at risk if he can t measure i 
up to a moral -leadership role. Nixon i 
couldn't and was forced to resign; Lyndon i 
U. Johnson, a well-known financial and • 
political finagler. may have been invesu- ■ 
gated and ejected in the post- Watergate I 
climate: Clinton may be vulnerable today, i 

Clinton is certainly not the first finan- • 
cial hustler in the White House. Other I 
modern Presidents have been touched by i 
scandal. The point is that, one way or | 
another, most of them— Warren G. Har- | 
ding. Harry S. Truman. Johnson. Nixon i 
and Bush— were made to leave. If Clinton I 
fits the scandal -President pattern, these i 
precedents should be discomforting. 

Indeed, polls show that from the first. I 
many Americans did not trust Clinton i 
because of his draft- board maneuvers, i 
the charges made by Flowers and his I 
Arkansas wheeler-dealer roots. This pos- j 
es the question: Isn't Clinton’s behavior I 
typical of small -state governors who get I 
to the White House? No— because past i 
governors of the smallest states haven't I 
gotten there. Not ever. Jimmy Carter of j 
Georgia was actually from one of Amen- j 
ca's relatively large states. 

Ironically, the 20th-Century Presidents 
tied to the most scandal came from a 
high-powered background: Four were 
U.S. senators from major states ( Harding 
of Ohio. Truman of Missouri. Nixon of 
California and Johnson of Texas) and 
three of them had served as vice presi- 
dent Harding died before he could be i 
blamed for the infamous Teapot Dome 
scandal. Truman brought Kansas City 
cronyism to the White House. And John- 
son traded on favontism to build a 
mulUnullton-dollar communications busi- 
ness while in Congress. Still another 
President linked to scandal. Bush, had 
earlier been vice president and CIA 
director. If there is a scandal precedent it j 
should be not to promote vice presidents I 
or former vice presidents. j 

But a second moral might be: Perhaps j 
Americans made a mistake in ignoring the i 
old rule, true since Franklin Pierce in i 
1852. of not picking a President from one 1 


of the smallest states. Th.‘ rule has two 
components: Small -state nominees often 
represented the ideological fringe: Barry 
M. Goldwatcr oi Arizona, in 1964. and 
George S. McGovern of South Dakota, in 
1972. are two examples. The second 
problem is that small-state politics often 
develop out of a small-time climate, 
where the practices leave something to be 
desired. Americans already had some of 
these doubts about Clinton even as they 
elected him in 1992 to be done with Bush. 

Looking ahead, it's unclear if the whole 
surfeit of Arkansas -hustler accusauons 
made against the Clintons— from sweet- 
heart commodities deals to shredded fi- 
nancial records, obstruction of justice and 
sexual harassment -can ever reach criti- 
cal mass and make Clinton an Ozark 
Elmer Gantry, unacceptable to Ameri- 
cans. But the argument against electing 
another small -sute governor is already 
substantial. 

Even if some accusauons against Clin- 
ton get partly proved, the public has 
many types of recourse. Only one is legal; 
most are political. Because so many 
allegations involve behavior in Arkansas 
rather than Washington. Clinton is 
unique— compared with the other scan- 
dal-plagued Presidents— in having his 
controversies emerge early enough for 
his first midterm elections. Truman's 
mink coat, deep-freeze and five-percen- 
ter messes and Nixon s Watergate didn’t 
surface unul the second midterms ( 1950 
and 1974. respectively). 

The importance of 1994 ’s scandals com- 
ing in time for the first midterms is 
obvious: Instead of the usual small gains 
made by the party out of power, the GOP 
has a larger opportunity. They could wind 
up gaining three to four Senate seats and 
20 or so House seats— enough to stale- 
mate Clinton and his programs in Con- 
gress during 1995-96. True, the Republi- 
cans could be at risk if they overplay 
Whitewater, but their broader accusa- 
tions against Clinton are probably good 
poliUcs. The earlier Truman and Nixon 
scandals produced major opposition gams 
in the midterms. 

For all that it's implausible today, any 
emerging impeachment debate would be 
significant Of the two Presidents against 
whom impeachment has been sought 
since the Republican -Democratic era be- 


gan. Andrew Johnson in 1S67 ana then 
Nixon, both confrontations were Drougm 
by an opposition Congress. Johnson, re- 
member. was a Unionist Democrat pickca 
by Republican Abraham Lincoln as his 
running mate in 1864. After Lincoln was 
shot hard-line congressional Republi- 
cans. eager to get rid of Johnson, settled 
on impeachment. And. of course, when 
Nixon was impeached, opposition Demo- 
crats were carrying the banner. No 
President has ever been impeached by his 
own party. If the unseating of Clinton, 
far-fetched now. should become a serious 
issue, it could be devastating for Demo- 
crats— and possibly cost them control of 
Congress for the first time since 1953-54. 

However, the most likely political ef- 
fect of the charges circling the President 
is to hurt the Democrats slightly this 
November and to hurt Clinton more if and 
when he seeks a second term in 1996. If 
some of the allegations against the Presi- 
dent gain credence, he might not run for 
reelec lion, and the chances of strong 
opposition in the primaries would grow. 
Indeed, of the four Democratic Presidents 
before Clinton, all but the assassinated 
John F. Kennedy faced tough primary 
challenges to their ronommation. Weak 
New Hampshire showings forced Truman 
and Johnson to retire in 1952 and 1968. 
and Carter, after surviving a primary 
challenge, was ultimately defeated in 
November. 1980. 

Even the stock market and the econo- 
my could be affected by a major political 
scandal— especially one that generates 
impeachment talk. The 1994 stock market 
is already in a nose-dive— with politics 
part of the explanauon. It’s worth re- 
membering that back in 1973-74. as the 
embattled Nixon Administration fought 
impeachment, its unpaired management 
of the economy overlapped with a major 
recession and the biggest bear market 
since World War II. Were a comparable 
financial crisis and economic slowdown to 
develop in 1994-95. this could cost Clinton 
the White House two years from now. 

Controversies now embroiling Clinton 
may seem unique. But the politics of 
granAal are a familiar tale in U.S. history. 
While some lessons are encouraging and 
some aren't, they re all worth keeping in 
mind as the various accusauons and 
stones play out. □ 
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A - t>c:Uatfn 

•:-v»ttoU. ulta \ivj can 

almost near me 
mputers ciick in me treasury 
.cretarv s mma. He gives an 
.nswer. cauliousiv. ottering not 
smidgen more than ne was 
. repared to say. 

You look up. expecung more. 
Then comes a poute smue — and 
uence. the signai that the 
iitemewer might as well go on 
a something else. 

The secretary paused when 
oked if he was surprised bv the 
extent ot the recent collapse ot 
me stock and bona markets — 

.nd. in keeping with his style, 
.isdn't answer aircctiv 

He said that "an accumulation 
ii things. " no one oi which 

would separately have caused 
inv jitters, led to the sell-off. He . 
onceaea that js tne U.S. 
•conomv torces aneaa. there is 
ess iaie manuiactunng capacity, 
out that inflationary pressures 
are being held in check by an 
excess of capacity in Europe.” 
Was he saying that the 
financial markets had 
overreacted? The secretary 
'.miied. "Let me phrase it the 
other wav: l think the economic 
fundamentals are still very good 
for growth, with a low inflation 
rate. The overall conditions are 
as good as I've seen them in a 
long time. 

'.And hoperullv. this 
. orrection will give us more 


Bentsen Stands Out 
As isianti of Stability 


continuity ot growtn over the next four years." 

Just a tew montns ago. the Washington rumor 
mills whispered that Bentsen. now 73. would 
probably leave ms post soon, that the department 
was reallv being run bv Deputy Secretary Roger C. 
AJtman. ambitious to succeed him. 

But today. Bentsen looks like an island of stability 
in an otherwise emoattled Clinton administration. 
.Altman got entangled in the Whitewater affair — and 
the talk of Bentsen leaving, to be replaced by 
AJtman or anvone else, has faded. 

Any other course would rattle global financial 
markets aireaav concerned by their percepuon that 
Clinton's attention to governing has been diverted 
by the Whitewater affair. "But that will pass.' 
Bentsen promised. 

"We’ll make progress on our agenda." Bentsen 
said. "We re going to get a health bill, although like 
any major piece ot legislation, there'll be changes." 
Members ot the Senate Finance Committee — which 
he formerly chaired — told him after a caucus last 
weekend that “there s got to be something" that will 
get through Congress. 

Bentsen reported that at a recent White House 
meeting of Republican as well as Democratic 
members of the Senate Finance Committee. 
Minority Leader Robert Dole joked that “what we 
want is the Bentsen bill.” a less inclusive health 
reform package oriered by Bentsen when he was in 
the Senate. 

To which Vice President Gore rejoined: "What we 
want is the Nixon bill” — a reference to a far-seeing 
health reform proposal made by Richard M. Nixon 
when he was president. 

If there is one area where a bit of pessimism can 
be detected in an otherwise optimistic Bentsen 
overview, it is the fading prospect that the Japanese 
government will agree to boost its domesne 
economy — hence, internal consumer demand — by 
“net fiscal stimulus of any consequence, because of 
the strong influence of the career people at the 
Ministry of Finance." 

His interviewer senses that Bentsen deems a 
strong fiscal expansion by Japan — lower taxes and 
higher spending — as a better way to resolve the 
economic dispute with Japan than a focus on narrow 
or sector-bv-sector trade issues. 

But Bentsen won't engage m a public dialogue 
with other Clinton aides who push for 
"results-onented" agreements on specific products 
and services. Bentsen is clearly not the spark behind 
the administrative remvocation of the Super 301 
provision oi the trade law. 

As trie aairunistration s top poiicv maker on 
international economic issues. Bentsen hearulv 
endorsed, wnen l asked him about it. New York 
financier Feiix Ronatvn s view tnat huee additional 
amounts oi investment capital are neeoed to 



LLOYD BENTSEN 

. . . 'Well make progress on our agenda" 


support economic growth in the Third World — and 
that such growth is now the critical “engine" for 
sustained economic growth in the developed world 

In a recent conversation. Rohatyn said that 
financial markets "are the only umbilical cord that 
links us to the Third World.” He suggested that the 
opening of Third World markets to investment 
capital may be even more important than opening 
them to traded goods. 

Bentsen is on the same wavelength. In a March 
18 speech ui Los Angeles, he estimated that Asia 
alone (not including Japan) will need to spend $1 
trillion on power plants, highways and infrastructure 
of all sorts in the next decade. Despite high savings 
rates. Asia will need to import capital. 

Then, there are needs in Europe. .Africa and Late 
America. 

How can huge capital needs be supplied? Bentse: 
believes that more must come trom the World Bam 
and the International Monetary Fund (and that the 
United States must pull us full weight in those 
organizations). 

But he returns to one of his lavonte topics: the 
need to find new tax incentives, as he did with IR.A 
20 years, to boost U.S. savings toward levels in 
Europe and Asia. 

What does he have in mind? The enigmatic smiiv 
returns: "We're going to nave to stuav it ana fine 
some tilings. ' 
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’84 Clinton Panel Named as a Suspect 

RTCAsks Fiske to Probe Whether $60,500 in S&L Funds Was Diverted 


Bv Susan Schmidt 

Wi—bm ft acrt Wtmm 

Investigators for the Resolution 
Trust Corp. last year named the 
1984 Clinton gubernatorial cam- 
paign committee as a suspect in 
their criminal probe of Madison 
Guaranty Savings & Loan, a ting evi- 
dence in a detailed referral that the 
campaign may have conspired to ille- 
gally benefit from depositor funds, 
according to a source familiar with 
the case. 

One of the RTCs 10 “criminal re- 
ferrals” on Madison, which have 
been forwarded to special counsel 
Robert B. Fiske Jr., seeks further in- 
vestigation into whether $60,500 in 

Madison funds was diverted to the 
gubernatorial reelection campaign 
with the knowledge of campaign offi- 
cials. 

The investigators’ interest cen- 
tered on an April 4. 1985, fund- 
raiser held by Madison owner James 
B. McDougal at Gov. Bill Clinton's 
request to help the governor pay off 
a $50,000 personal ban used for the 
1984 campaign. They also noted 
that some contributions exceeded le- 
gal limits and urged further investi- 
gation of $10,500 in Madison funds 
that may have ended up in the Clin- 
ton campaign after pas si n g through 
various Madison accounts, including 
one m the name of the Clintons 
Whitewater real estate venture. 

The RTC referrals have been 
widely reported but their contents 
have not been known. The disclo- 
sure of the language used m describ- 
ing the campaign’s activities is the 
first indication yet of a specific alle- 
gation of possible wrongdoing in- 
volving the gubernatorial campaign. 

The referral also names Hillary 
Rodham Clinton as a possible wit- 
ness, citing the dose tuning of the 
fund-raiser with her legal represen- 
tation of Madison before state regu- 
lators appointed by her husband. 
The Clintons were partners with 
McDougal in Whitewater Develop- 
ment Corp.. and McDougal has said 
he pud Hillary Clinton s law firm 


-j * i :;:h help NlcDougai 
. ... . . '-C’-.-iorv approval lor a 
man. 

rrt smeiu Canton ana Hillarv Clin- 
: r. reoeaudv have said thev did 
: jtmnc w rong in connection with 
Madison. Thev nave described her le- 
j :i worn tor me thrift as minimal, and 
; .nr.er Clinton aides have said he had 
no involvement witn handling the pro- 
ceeds trom the 1985 fund-raiser. 

The White House said yesterday 
.cuid not comment. “The special 
wV.unsei * looking into it." press sec- 
retary Dee Dee Myers said. “We 
tou t know what's in the referral." 

•letsev Wright. Clinton s former 
•:iei oi svut and manager of the 
1V84 campaign, said yesterday that 
she was unaware the campaign com- 
mittee was named a suspect in the 
probe. She declined to say whether 
she has received a subpoena from 
Fiske. but said she is furnishing cam- 
paign records at his request. She de- 
clined to comment further. 

W right ana other Clinton aides 
have said that records documenting 
contributions from the 1985 fund- 
raiser cannot be located. 

A second RTC criminal referral 
mentioning the Clintons said that it 
spears Madison funds were divert- 

l0 tne Whitewater venture and 
j escribes the Clintons as “potential 
oeneficianes" but not criminal sus- 
pects. Whitewater was a real estate 
venture jointly owned by the Clm- 
tons and Madison owner McDougal 
and his then-wue Susan. 

The RTC. the federal agency 
charged with disposing of failed 
S&Ls. routinely investigates such 
thruts for potential civil claims that 
could help recoup some of the tax- 
payer-funded cleanup costs. The 
agency also looks into suspected 
criminal wrongdoing and refers evi- 
dence it develops to the FBI and 
' federal prosecutors. The referrals 
do not necessarily result in criminal 
charges. 

McDougal has said he staged the 
April 1985 fund-raiser at Clinton s 


-2Jo — 


request to neio him pav off a 
550.000 personal ican canton took 
out tor campaign purposes lust De- 
fore the Novemoer 1984 election. 
He won reeiecuon easily wuh 63 
percent of the vote. 

The loan was made by the Bank of 
Cherry Valley, wnose president. 
Maunce Smith, served as Clinton s 
1984 gubernatorial campaign fi- 
nance chairman. The Clintons also 
had a loan for the Whitewater ven- 
ture at the bank. 

Some of the contributions ques- 
tioned by RTC investigators were 
made from checks written on over- 
drawn accounts or from the pro- 
ceeds of loans made for real estate 
or other purposes. 

The referral, according to a 
knowledgeable source, said Madison 
covered overdrafts written on the 
account of Flowerwood Farms, a 
McDougal-owned company that 
sources said investigators describe 
as one of a dozen “shell corpora- 
tions" believed to be used in a check 
kiting scheme to funnel money out of 
Madison. 

The RTC investigators cited loans 
made to real estate ventures of 
Charles P eacock, a director and 
Madison borrowe r , as another possi- 
ble source of money that ended up in 
the Clinton campaign. 

The Washington Post reported in 
December that a handful of $3,000 
cashiers' checks generated at that 
fund-raiser has been turned over by 
the RTC to prosecutors. One of 
those checks bears the name Ken 
Peacock, but Peacock, then a 24- 
year-old college student, said in an 
interview that he never contributed 
to Clinton and knew nothing about 
the origins of the check. His father. 
Charles Peacock, has said since that 
tune that he made the contribution 
in his son’s name. 

Ken Peacock is among the wit- 
nesses listed on the referral, along 
with several other persons whose 
names appear on $3,000 cashiers’ 
checks. They include former senator 
J.W. Fulfaright (D-Ark.). who is ill 
and has been unable to comment on 
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RTC Probers Named ’84 


— Clinton Panel as a Suspect 


the check, and Dene Landrum, who 
has since died. 

Under 1985 Arkansas law. the 
maximum donation a candidate could 
accept from each contributor was 
$1,500 per election. 

Fiske has been asked by the RTC 
to further investigate checks written 
to the Clinton campaign in February 
and October 1985 that appear to 
have caused overdrafts in the White- 
water account at Madison and at 
Madison Marketing, another "shell" 
corporation owned by Susan McDou- 
gal Those checks totaled $10,500. 
according to a source familiar with 
the referral. 

Those checks and checks generat- 
ed at the fund-raiser were deposited 
at the Bank of CherTy Valley. Fiske 
has subpoenaed Cherry Valley bank 
records. 

The treasurer of the 1984 Clinton 
campaign, L.W. “Bill” Clark, has 
been unavailable for comment on the 
campaign. Smith could not be 
reached yesterday. 

Cltni/m, like many p»iiriranf 1 used 


money he borrowed from banks to 
contribute to his various campaigns. 
The $50,000 borrowed in 1984 is list- 
ed as a personal contribution dated 
Oct. 29 on his campaign report 

State law requires that a cam- 
paign also report the name of the 
bank, the amount of the loan and the 
name of any guarantor for personal 
loans donated to a campaign. There 
is no such listing included in Clin- 
ton’s 1984 campaign documents. 

Rhonda Langster. director of elec- 
tions in the, Arkansas secretary of 
state's office, said yesterday that it 
ts up to the individual candidate to 
volunteer that information. Other- 
wise state election officers assume 
the candidate used savings, not bor- 
rowed funds, to cover the donation. 

State law also allows candidates to 
hold campaign events to raise funds 
to pay off bank loans as long as they 
file additional reports identifying the 
names 1 of the donors. 

Staff writer Charles R. Babcock 
contributed to this report 
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Bentsen Expresses Support for Treasury 


By Clav Chandler 


Treasury Secretary Llovd Bentsen summonea a 
small group of reporters to his office yesteroav 
monung lor an unusual hnefing to express his sup- 
port tor Treasury officials who have come under 
scruony m connection wnh the Whitewater affair. 

The offiaah. he said, “have my full confidence as 
far as their integrity and their ability and their eth- 
ics." 

Deputy Treasury Secretary Roger C. Altman. 
Treasury Chief of Staff Joshua Steiner. Treasury 
General Counsel Jean L Hanson and former assis- 
tant secretary Jack R. DeVore Jr. have been subpoe- 
naed to testify before a grand jury to describe their 
communications with White House officials concern- 
ing a Resolution Trust Corp. mvesogaooo of a failed 
Arkansas thrift with ties to the Clintons. 

It was Bentsen’s most expbdt statement of sup- 
port for his staff since a Senate Banking Committee 
hearing m February when Republican lawmakers 



The officials “have 
my full confidence 
as far as their 
integrity and their 
ability and their 
ethics.” 

— Treasury Secretary Lloyd Bentsen 


man and White House aides involving the RTC's 
handbag of that case. 

Bentsen said he called yesterday's meeting to al- 
lay speculation that the Treasury's effectiveness has 
been undermined by a cloud of “rumors and ques- 
tions” about Whitewater. Bentsen said he and tus 
staff were tendmg to business, and continuing to 
work closely with the White House to further Presi- 
dent Clintons poboes. 

“I don’t see Bentsen said, when asked about 
reports of tension between the Treasury and the 
White House since disclosures last week that two 
senior White House officials called Altman and 
Sterner Feb. 25 to ask whether the RTC's selec- 
tion of a prominent Republican lawyer to mveso- 

gate the Arkansas thrift could be re sa nded. 

But although Bentsen lauded the performance of 
his staff in general, be stopped well short of issuing a 
blanket endorsement of their conduct When asked 
whether he would vouch as enthustasocattv for the 
"judgment" of his aides, he demured: “I would say on 
that one. they wish they hadn’t gone” to the meet- 
ings with White House officials, be replied. “1 think 
they've ail sari that” 

Later m the 45-nunute session, he made a pool of 
co rre c t in g a reporter who suggested he had charar- 
tenaed the officials' actions as "appropriate.” “1 didn't 
use the word 'appropriate.' " he sari. 

As chairman of the RTC Oversight Board. Bent- 
sen a prohibited by law from intervening m any RTC 
case. On March 3. he issued a statement saying he 
was not involved in any of the White House meetings 
involving the Arkansas thrift, and had no knowledge 


of them. He also asked the Office of 
Government Ethics to review Trea- 
sury's handling of the matter. 

He joked yesterday that while a sen- 
ator he learned the hard way about the 
importance of taking quick action to 
counter perceptions of ethical miscon- 
duct. and suggested the White House 
could have r esp o n ded more rapidly to 
questions about Whitewater. 

Shortly after becoming chairman of 
the Senate Finance Committee in 
1987. Bentsen was amazed for offer- 
ing special breakfast meetings to top 
contributors to his reelection cam- 
paign. but weathered the flap by 
promptly the meetings and 

saymg he it was a “doory” of a mistake. 

At c*T tatn tunes dunng yesterday s 


briefing, Bentsen seemed to garnish 
his praise with hints of disapproval. : 
While expressing confidence in the ; 
abilities of Hanson, for example, he i 
sari that a September meeting with 
then-White House counsel Bernard i 
Nussbaum m which she told Nussbaum 
of a cnmmal referral mentioning the 1 
Clintons, “was in retrospect, certainly i 
a mistake. Do I fire her over that?” he • 
asked. “No— unless there's more of it j 
than I know about” 

He added pointedly that he is “damn 
sure capable of firing people.” 

Bentsen he also joked about the po- • 
Htirri penis of keeping a diary. “1 don't 
keep a diary— 1 want that cJeartv un- 
derstood.” he sari with a laugh, a ref- 
erence to Steiner s journal, which spe- 
cial counsel Robert B. Fiske Jr. is 
using m he probe of Whitewater." 

In a later telephone interview. Bent- 
sen stressed that be had not intended 
to be stingy with his praise. 

1 have the finest staff in Washing- 
ton." he sari, “and I have every confi- 
dence that they'll continue to be as ef- 
fective n the future as they ve been 
productive m the past.” 
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Ex-Fugitive 
S&L Chief 
Convicted 

Md. Financier Guilty 
On 11 Fraud Counts 


By Paul W. Valentine 


BALTIMORE. April 1— Former 
fugitive Tom J. Billman was convict- 
ed today of stealing millions of dol- 
lars from his Bethesda-based thrift 
that he used to boost a failing real 
estate empire and then to support a 
lavish lifestyle on the lam overseas. 

U.S. District Judge J. Frederick 
Motz found Billman guilty of 11 
counts of wire fraud and mail fraud 
and acquitted him of five other* 
counts in the seven-week trial. 
There was no jury because Billman 
had requested a trial by judge. 

Billman. 53. listened intently for 
almost an hour as Motz announced 
the verdicts. The financier, who has 
been tn custody since March 3. 
1993. when he was anested in Par- 
is. spoke briefly to his lawyers and 
shook their hands before he was led 
away by U.S. marshals. 

Motz set sentencing for May 25. 

Hillman f acCS a possible wwrimMfW 

sentence of 55 years' im p ris onment. 
Because he is a first-tone offender, 
however, the five-year terms for the 
fraud counts are unlikely to be im- 
posed consecutively. 

Prosecutor Barbara S. Sale said 
she will seek a "substantial fine” 
against Billman. She said federal offi- 
cials are still trying to determine 
how much money Billman has 
stashed in various banks. Investiga- 
tors have said that he may have as 
much as $22 million in secret ac- 
counts in Switzerland. 

Billman. at one tune the principal 
owner of the now-defunct Communi- 
ty Savings & Loan Association, in 
Bethesda. joins several other savings 
and loan industry executives who 
have been convicted of defrauding 
thousands of depositors in the Mary- 
land savings and loan crisis of 1985. 
It could not be determined immedi- 
ately if he will seek an appeal 

Two other former Community ex- 


ecutives. Clayton C. McQuistion and 
Barbara A. McKinney, were acquit- 
ted in 1992 of many of the same 
charges that Billman was found 
guilty of today. 

“It’s a real vindication." said U.S. 
Attorney Lynne A. Battaglia. Mary- 
land's top federal prosecutor. 

Billman. indicted with McQuistion 
and McKinney in 1988. fled the 
United States late in 1988, accord- 
ing to investigators, and lived lavish- 
ly under assumed names for four 
years in Europe. North Africa and 
South America. 

He captained two yachts in the 
Mediterranean Sea and traveled ex- 
tensively. keeping one step ahead of 
police until a tipster informed au- 
thorities that he was living in Paris. 

After he was captured. Billman 
fought extradition to the United 
States. He won dismissal of conspir- 
acy and racketeering charges in a 
French court but was returned to 
the United States to face 16 fraud 
charges related to information in 
mail and telephone calls that prose- 
cutors said furthered Billman's 
scheme to loot accounts at Commu- 
nity. 

News of high-risk S&L invest- 
ments and lax state regulations in 
early 1985 in Maryland led to public 
runs at several thrifts, including 
Community, and nearly toppled the 
industry before regulators stepped 
in and froze accounts at many 
branches statewide. 

: Community's collapse stranded 
more than 20.000 depositors with- 
out funds until the Maryland Insur- 
ance Fund Corp.— created by the 
state legislature on an emergency 
basis— bailed them out. 

State and federal prosecutors ob- 
tained convictions against a dozen 
executives at several S&Ls. includ- 
ing former Old Court Savings & 
Loan president Jeffrey A. Levitt, 
who was recently paroled from a 30- 
year sentence for stealing $14.6 mil- 
lion from depositors. 

The Community indictment, cul- 
minating a complex three-year in- 
vestigation by U.S. Postal Service 
inspectors, charged Billman. 


McQuistion and McKinney with con- ■ 
spiring to divert the bulk of $106 
million from Community depositors' 
accounts in 1985 and 1986 to help 
save a nationwide real estate invest- 
ment venture called Equity Pro- 
grams Investment Corp. (EPIC). 

An additional $28 million, accord- 
ing to prosecutors, went to Billman. 
McQuistion and McKinney m phony 
payments for positions they served i 
m several interlocking corporate en- I 
tides tied to EPIC. When EPIC be- I 
gan losing money. Billman and oth- j 
ers drained money from Community I 
depositors' accounts to cover losses, 
knowing the money was not likely to 
be returned, prosecutors 

Billman and other executives t 
“turned Community from a savings ' 
and loan into an ATM for EPIC." 1 
Sale said today in final arguments i 
before Motz. 

Billman disappeared in December 
1988 after a Montgomery County 
Circuit Court jury found him, 
McQuistion. McKinney and other 
Community officers liable for $112 
million in civil damages for the 
thrift's collapse. The award was 
overturned later by the Maryland 
Court of Special Appeals because a 
clerk accidentally had placed docu- 
ments m the jury room that had not 
been admitted as evidence. 

Billman did not testify during the 
federal court trial here. His attor- 
neys, John Fornaciari and Robert 
Disch. argued that Community’s de- 
mise was caused not by illicit 
schemes, but by a severe slump tn 
the real estate market and by depos- 
itors’ panic in the S&L crisis— prob- 
lems beyond Billman's controL 

Fornaciari said that Billman might 
have used bad judgment in some of 
his business dealings with EPIC but 
that he did not commit a crime. He 
had "no guilty knowledge." Fomaa- 
an said. 

The attorney acknowledged that 
Billman fled the United States using 
false names and passports, but con- 
tended that he did so because he 
feared being prosecuted and unfair- 
ly. 
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Wallowing 
In Whitewater 


This has not been a triumphant Whitewater 
wees far the press. Our propoeaes of presi- 
dential doom were looking flimsier by the day. 
Otir credibility seem ed to be s i nking fast. 

The fid de pobbe. the new polls tell us. is 
ralfomg by the nulbons to the Clintons' de- 
fense. Their popularity ratings are up sgufi- 
candy; 70 percent a 4 our countrymen think 
weVe gone off the deep end by paying far 
more attention to this affair than it deserves; 
nearly two-thirds have tittle or no idea what 
the fess ts all about. 

Pdltkaos who have been fence-sittmg for 


months have screwed up enough courage to 
challenge — politely, of co ur s e ou r rash to 
judgment. Mistakes in our r eport in g are being 
acknowledged, grudgingly m some cases. Cor- 
rections «< the record are begnung to appear. 
The Wlute House claims to see light at the 
end of the dark Whitewater tunneL Led by the 
president, it baa taken the offensive. Follow- 
ing release of the premdeat’s tax returns. The 
Washington Port conceded that Tax Record* 
Back Clinvoo Account* 

A* full-piige ad in the New York Tunes on 
March 29 declares: *WE INTERRUPT THIS 
NEWSPAPER TO GIVE YOU THE FACTS." 
It is a rebuttal to imous allegations made do 
the press aiad is s i g ned by about a hundred 
Democratic par ti s ans and poli tic al junkies in- 
cluding Char les Manatt Carol Berman. Tony 
Coelho. Midge Costing, Franklin D. Roose- 
velt UI. Carol Tocher Foreman. Anne Wester 
and other notables, among them the Washing- 
ton sports unpremrio Abe Poflin as well as 
Tony Randall and Joanne Woodward. 

Revision inn has set in about angry tele- 
phone calls matte by George Stephanopoolos 
to Treasury officials over the hiring by the 
Resolution Trust Carp, a i a partisan Republi- 
can. Jay Stephens, to handle possible cmlntt* 

arising out of the cnlkapae of the Madison 
Guaranty Savings and Laos. Those cafls made 
a big story with smister ov erto n es — o bstrac- 
txm of justice? — last week, k is a lereer tale 
today. Sooo after it was poMhbed. Rep. Jim 
Leach, the Iowa Rcpubikaa who is tending the 
Whitewater charge, rnire—red the aenons- 
oeaa of the calls. They were “pretty natural.* 
he aaaL "... I think it would be premature to 
draw too heavy condunhns" from them. 

Home Speaker Tom Foley agreed. Marlin 
Fitxwater. press accretary to farmer presi- 
dent George Bush, also defended S teph an a - 

pouloa. His reaction to the Stephens faring, be 

sad. was “pretty oormaL I have to admit that 
if you stand in George Stepfaanopookm's 
f jw. it would be a little d i ffic ul t not t o be 
' sur pr is ed and outraged by that " 


New s w eek magaanr ate mow early in the 
week over a story chiming Hillary Qmtoohad 
put no m oney into a commodities market deal 
that earned her a $99.000-ptus profit in 1978 
and 1979. The story relied heavily on quotes 
from a law professor at Columbia University. 
Mamn A. Ouretaem. He supposedly de- 
scribed the wtuwnrfrtw coup as a "sweet- 
heart dear and sail "It doesn't look wonder- 
ful. does it?" Chirelstein denounced the story 


raged and humiliated” at Net _ 
two of his remarks. The magaane's W m . — „ 
too bureau chief. Evan Th omas, ari d the 
problem arose from a “mteundersttndinf* ad 
promised. If we oeed to make an apofagy to 
the White Home at the end of al (fate, we 
will." The apology was made a day Imer. 


Newsweek s chief comoeutor. Time maga- 
zwe. had its own story this week. pufaWxng 
details about Whitewater that su ppos ed ly 
came from “sources dose to" Robert B. Fkke 
Jr., the Whitewater special counsel. Fkke 
challenged Time's claim to have a mole inside 
his shop. He said be was upset and distu ihed 
by the story and has been assured by his staff 
that no such leak had occurred. Time stuck to 
its guns, but the challenge to its reliability was 
part of an emerging pattern in recent days in 


put on the defensive. 

The Poet published a piece in most of its 
editions on March 23 in which the a s so c ia te 
White House counsel. William Kennedy m, 
was represented as having admitted that he 
- consciously employed a rase to avoid scrutiny 
of his failure to pay Social Security taxes far 
the family's nanny. A retraction was p ubl is he d 
by The Poet the following day. noting that the 
story "omitted a key word." He had "not" 
admitted to any effort to conceal the problem. 

William Safire of the New York Tuna 
caused some journalistic docking on Monday 
with a column— "Reading Hillary's Mind"— 
written in Hillary Clinton's voice: a stream of 
n m nea a account of her fears of being 
ripo a r d as an avariaous yuppie. It was great 
readme, but where, one asked, does a journal- 
ist obtam h» mind-reading certificate? Safire, 
a renansanee man. may have mastered the art 
on foreign soil the Himalayas perhaps. But he 


the Seat t l e Post-lnielhgencer and a 


an op-ed piece in the Times: "We are m the 
age of tahlnkfabon. There most be a book far 
the boohokir (But) there’s still time to hope 
that the same fo rces that unleashed aQ the 
hype and shallow coverage may abo prompt 
some reporters to dig harder. Who knows? 
Someday we may actually lean M than is a 


From London. Simon Hoggart of the Man- 
chester Guardian, opi n ed : The world looks 
on. fearing that its leader will be par a l y s ed by 
events of scant interest or significance to 
anyone at aO— perhaps this time even inside 
the Beltway” 

Many d ec ad es put. Walter l i ppm a an re- 
minded journalists that "every nc w qmper 
when it reaches the reader is the result of a 
whole senes of selections as to which items 
shall be primed, in what position they shall be 
prated, bow much space each should o ccup y, 
what each shall have. There are no 

objective standards here. There are conven- 
tions." 

We are aD aware of the cooventioo that 
admonishes us to be watchdogs and. if neces- 
sary. attack dogs. • 1 am not aware of any 
convention that cautions us from tune to tune 
to cool k. But m tins case * may not be a bad 
idea. 
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Was Hired 
F^r Inquiry 
For a Reason 


By STEPHEN LA BATON 

btwoai to Fht Nr» Yort Timn 

WASHINGTON. April 1 — The Re- 
publican lawyer whose appointment 
to head part ol the Whitewater inves- 
tigation prompted cries ol outrage 
from the White House got his job in 
pan because the agency conducting 
the investigation was worried about 
appearing too lenient, officials at the 
agency said today. 


The lawyer. Jay B. Stephens, is a 
former Republican prosecutor and 
critic ol President Clinton. Officials 
I at the agency that hired him said they 
j chose him to examine the Madison 
' Guaranty Savings & Loan Associa- 
I tion as a defensive maneuver. As one 
1 official put it. the agency, the Resolu- 
I non Trust Corporation, "bent over 
backwards" so it could not be viewed 
I as being soft on the White House. 

I The appointment was sharply cnti- 
I ci zed by White House advisers, and 
1 Mr. Clinton suggested last week that 
I it came about because the agencv, 
which is the the independent Federal 
office charged with unraveling the 
1 savings and loans collapses of the 
1980*5. was under the control of Re- 
publican bureaucrats. 

"Everybody who works there was 
appointed by a previous Republican 
Administration." Mr. Clinton said in 
his news conference on March 24. 


An Altman Appointment 
In fact, the appointment of Mr. 
Stephens was made by an agency 
committee and approved in February 
by the trust corporation’s general 
counsel. Ellen B. Kulka. who had ar- 
rived there only a month earlier and 
had been selected by a Clinton ap- 
pointee. Deputy Treasury Secretary 
Roger C. Altman. Announcing her ap- 
pointment on Dec 23. Mr. Altman 
said. "Ellen is an exceptional attor- 
ney with a great deal of experience 
with laws pertaining to the thrift ui- 

dU Sen»r White House officials have 
acknowledged that when they learned 
of the Stephens appointment in Feb- 
ruary they complained to the Treas- 
ury Department about it. Prosecutors 
involved in the investigation of Mr. 
Clinton's investment in the White- 
water Development Company in Ar- 
kansas have been taking testimony 
from senior Administration officials 
before a Federal grand Jury to deter- 
mine whether any laws were violated 
by the White House's complaining 
about Mr. S " 


Ex-Bank Owner Convicted 


BALTIMORE. April 1 CAP) - The 
owner of a failed savings and loan 
was found guiltv todav of embezzling 
millions of dollars and fleeing to Eu- 
rope, where he was captured last 
March. 

The former banker. Tom Billman. 
faces up to S5 years in prison and an 
undetermined fine, said an assistant 
United States attorney. Barbara Sale. 

Mr. Billman was arrested in Pans 


after five years as a lutm.- 
charges thai he stole 5 mii'i-i 
from Commumtv Saving ami . 
based in Bethesda. Md Cummui.it 
eventuailv failed and was taken uv 
by Federal regulators in in- :hmi - 

Judge J Frederick Muu u i u- 
Federal District Court here foui- : 
him guilty of 11 ol the lb coun 

against him. 


Criticism Was Expected 

Officials at the trust corporation, 
woo would speak only on tne condi- 
tion of anonvmny. said that Ms. 
Kulka and other officials were con- 
cerned that no matter what the agen- 
cy concluded about Madison, it would 
be criticized either by Democrats or 
Republicans, and that the only way to 
insulate it would be to pick someone 
with strong credentials that showed 
no ties to the White House. 

"We knew we were going to be 
nailed for wnatever we decide.' said 
one senior official at the trust corpo- 
ration. Another Federal regulator 
knowledgeable about the selection 
process said: "They were trying to 
find the safest firm they could get and 
avoid the .appearance of someoodv 
who was at all sympathetic to the 
White House. They bent over back- 
wards to pick someone beyond re- 
proach." 
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IN THE LINE 

OF FIRE 


Only days after Clinton avowed a new openness on Whitewater, the 
scandal moved closer to home, with the special counsel looking into 
reports that Stephanopoulos tried to influence the investigation 



:tii Till FA* 
cemion oi his 
w iic. Bill Clin- 
ton ha» no 
closer senior 
au visor than 
t M-'orcc stepn- 
.inooouios In tnc crucioie oi a 
uirouicnt W92 campaign. Clin- 
ton came lo aepena ncavuv on 
Mconanooouios * < omoinaiion 
■ : razor intellect ana political 
instinct Ana in a world wnere 
proximitv i> power the 33- 
• rar-oia son oi u L»reek Ortho- 
Ju\ orient noia> lortn in tnc 
•vork sDace closest to tne presi- 
dent. auioining tne Oval Office 
•nrouen a ornate amine room 
Now it aDOcars mat Clinton s 
most trustea aiuc has totned tne 
.ongtnening ust oi those cauent 
:n in tne Whitewater scandal, 
sources tou N f:\sswfek ana 
•tner news organizations that 
'••.'onanooouios nan two pnont 
•nversations ust h-b 25 that 
:r.u\ constitute .<n attempt to 
('strut t a regulators- invesuga- 
•mn oi Maatson Liuarantv. tin 
:ailca Arkansas si-L at the 
murkv center ot tne aiiair A de- 
(jitea aiarv kept nv a Treasury 
i H-nanmcnt aiac ana turnea over to soeciui 
ounsel Roocrt Ftske. acsenoesat least one 
•: tne conversations sources sav tnat aur- 
:ne tnc call* —one to Deputy i rcasurv set • 
-otars Koeer Altman, tne otner to Ireasun 
nictoi -tan iositua .veiny - vepnanoooi;- 
. i'M'U atiout tne rvissioiiitv or removing 


lav Stephens, a prominent tormer Republi- 
can prosecutor nired bv the Resolution 
Trust Corporation to mvestisatc civii 
claims against Madison ~ 

The latest revelations cameoniv 3r> hour- 
.liter tne nrestdent s most caooratc attemo’ 
• ' tree ni' aamtnistration irom 


Whitewater in a pnme-time 
news comerencc last Thursday. 
Clinton conndentiv aiiirmea a 
new wiilmcness to answer ail 
iecmmait- questions aoout tne 
affair so that 1 can go oack to 
work dome wnat I was ntrea to 
do " But tne aiiccattons aeainst 
veonanopouios orouent tne in- 
quiries into tne administration s 
conduct in Whitewater closer to 
tnc Oval Ofhce man ever De- 
lore— and ptunccd tnc White 
House oack into a trenrv ot dam- 
age control Clinton s domestic 
agenda, aireadv impeded nv ail 
tne talk ot cover-un ana deceit, 
mav now oc in dancer ot staiiinc 
completely To maxe matters 
worse, the wtdeninc scandal 
raised new- tensions ana mutual 
distrust among an cmoattled 
White House staiT "That s w nat 
is most upsetting tnat neopte 
are attacking eacn otner savs 
one womed adviser 

Until Marcn l‘»*' < l..v Me- 
pnens nad oeen tne l > attor- 
ney lor tnc District oi coium- 
Pia. He d also oct-n pursuing a 
enminai investigation « >i Hep 
Dan Rostenkowski tor alleged 
misuse ot House runas When 
me incoming Clinton .lammistration 
-ougnt tne resignations oi ail incumoent 
L* 5 attorneys ntepnens itnpiiva tnat m- 
was oeing lorcca out to protect tnc power- 
ful Wavs and Means cnairma:: wording 

to sources MCDnanopouios w .i* nmoiis or. 
Kb 2~ wnen no ic.imea m..t >u-pnen*- 
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•mu... grt-van— .-Jin' - t .:nton .»- 
• ar corauc: . i interest 
; :u . m0 si potentiaiiv damaging ot tnc two 
.ill' w,.s t»* MCtner art oiu :ncna trom tne 
.moan::'. voonanooouios aCknoxviedge> 

: usinc me issue xvitn sterner. out savs he 
.as n< memorv mauinnc aoout Ste- 
vens s nistcr ! a as ouzziea ana biew oh 
cam over tne umaimess ot tne decision 
s-ennanomunos t,..,i Nfwnweek. out nr 
.uacu una i cot tnc tacts trom iosh. that 

• naeci tr.*’ matter as tar a> 1 was con- 

••mc - .: Ntucn ot me conversation, savs 

s*eonanonouios concerned Altman s aeci- 

• ion to rccu s c ntmscit trom RTC dciibera- 
•;ons invotvinc Maatson Altman nad oeen 
'eouKca t" Heouoitcans on the senate 
li tnKinc committee mat week alter ai- 
snowleacinc mat nod met with senior 
White House statt earner tnat montn to 
uiscuss Dotentiai civil actions against Madi- 
son But Steiner scncdulca to testm betorr 
•r>e Whitewater crana iurv this week. ma\ 
>ncr a airierent recollection ot the eonve r - 
- .non in a aiarv ne tumea over to Fiskc 

That same oax according to sources, atc- 
rnanonouios also raised the itepnens issue 
with Altman, who was aiso serving as aci- 
ma neao ol RTC This time Stephanooou- 
ios was mined bv deputy chicl ot start Har- 


old lekes A knowleaaeable source savs 
either MCDnanoooulos or lekes — it is not 
clear wno -asked about sackinc bteonens 
Is there anvtmnc tnat can be done’' one ot 
them reportedlv asked Altman Aaain. ste- 
nhanooouios savs he has no memorv ot 
-wen a uucstion Nor aoes lekes 

The White House savs Clinton learned oi 
the pnonc calls onlv last Fndav News ol the 
conversations, nrst reported last Saturoav 
tn- The Washington Post, sent a new toit o: 


aaxietv tnrouen tnc White House New 
presidential counsel Llovd Culler said it was 
ocriecm natural tor officials to express 
surpnsc at Stephens s appointment, and 
cautionea against olowine me matter out ot 
proportion But he also took pains to dis- 
tance me aamimstration trom tne calls bv 
lekes ana Stepnanopouios saving that he 
dian t tmnK tnev were authorized unaer 
White House ooiicv Other othciais saia div 
vatclv tnat me two did nomine more tnan 

protest a llatlv inannronnaic hinne decision 
: ,v RTC It s not like wc uon t like Heouhii- 
an- Fiske is a Hcnubiican. miv* one senior 
..avis.-; Hut this guv held a press corner- 
i-iht to :tccuse Bill Clinton oi a secret pioi n 
M nd or him 

l^ist week » excnis continued the W hue 
House - troubling pattern in Whuexvate- 
icnial loiiowea ox tncments oi disclosure 

• .iainis ..| openness are reoeatcdlx tainted 

• •v . vuicncc tnat si Ira* actuaiiv necn work - 




lekes: Protest or inappropriate call? 


mg naraer in control ana contain damaging 
iniormation. Along with me nnonc calls. .• 
cluster oi nincr issues has turned scandal 
managemem into a lull-lime t«»b at the 
White House New- ones mnv crop up: oth- 
ers ma\ tadc Hut tor the moment these 
problems arc driving Whitewater. 

Financial Questions: The release ot the 
Clintons long-withheld tax returns irom the 
ijtr 70s seemed to establish that thrv lost 
mnnev on the U/ark vacniion-nome aevcl- 
opment tnev i<*-oxxnrfi with l. operator 
lames MclJougul. But it also provided de- 
tails atxiut Hiliarv Rodham Clinton s lucra- 
tive flier in the cattle-tutures market iboxi 
\ltnough the deal is completclv legal, it car- 
ries tne whill ot nvpocnsv tor a couple that 
amDaigncu in 1‘ftJ against SOs greed — 
s<.-L abuses insider trading nubiic ifrticiaN 
who used their positions i<> enrich theni- 
-elvos Her good lortune came mrouen a 
: -rendshin wit n a iawvrr tor one ol t he state - 
.arcest ana most inliuentiai employers 

The financial disclosures also evoked th< 
•\isi attranive aspert Clintons oolmcai 


hao actuallx gone "• ™>' ner 
3U st \ccuratr or not it nwiurca mem - 
rs ot an earlier Clinton one wno sutiaeno 
'memnered nis tnduetion notici 

Altman s Changing Tune: I m new«»v trea-- 
rv secretan- keeps gener.uing "• ' misp- 
ions aoout improper \\ hue I louse inxoix • • 
tent in the Madison nrone Rt 

itiercu a tounn corTceiion to congressional 
pstimonv on nis contacts with me 1,1 


on 

use rctaramcthe Madison investigation 
icinaliv 


linuiin 

oncuialiv told the >enaic Ikuikinu Corn- 
ice tnat ne rememnerert omv one W hits 
wse meeting- * heads up session u 
cuss nothing more tnan procedural alie- 
ns aoout civil suns against tne ouitk AH* 
in later amended his comment ' i •> innuae 
iat he said were ixvo hriet hallwav eonver- 
aons with the tnen White House counsel 
■mard Nussoaum and lekes N<*" Altman 
vs me discussions were more extensive 
;d involved his desire to tccum nimsen 
am RTC investigations which nr did at m* 
ia oi Februarv 

\ltman is also raoidiv in-coming a man 
ithout allies since F.skcs "no ration 
i«araed as airtight Clintonues susoect 
ot me original leaks disclosing tne two 
hone calls under investigation came irom 
ie Treasurx Department Their surmise 
niv adds to tension' 
et ween Altman and 


• ••rsoiiaiuv n:- laciiuv s««r omxemcnt rx 
-.••n mu n .» immrn* came at ini i i»nrso.e 

• ••mug pr* »* i inierrm- wiu-n 

nneo tn.it nr *i n x iseo me eMimaie til lu- 
'A hiiexx.ner i«»s M -s uoxvnxv.ini •irom .moui 
-rtMNRi to .vTIMKRi' i •realise giilicvs .» ni- 
mother s .mtooiograonx reminded him inai 
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Fiske: A deal with Clinton's accuser 

the While House aides, building ever since 
ne confessed the heads up session to me 
senate and then publiclv recused himscli 
without intormim! Clinton aides. 

Th« Republican Inquest: The administra- 
tion s new difficulties will further energize 
congressional Republicans who already 
smell blood. Until last week, the most visible 
tace ol COP antacomsm on Whitewater wa> 
sen. Altonsc D' Amato. who has had his own 
ethical problems. That was before Rep. Iim 
Leach, an Iowa moderate who radiates 
Main street Republican probitv. took the 
House floor to make two dramatic charecs 
that the Clintons are not tellinc the truth 
about losing monev in the Whitewater ven- 
ture. and that the administration tampered 
with the lnvestication ot Madison, owned b\ 
lames McDouitoi. the Clintons partner in 
the Whitewater iand development Federal 
investigators believe Madison accounts 
were drained bv McDougai to subsidize oth- 
er business interests, including Whitewater 
Leach put up a fragile case tor his 
nrst allegation. Using RTC doc- 
uments. he notes $70,000 passed 
from Madison affiliates to 
Whitewater during one stx- 
montn period in 19S5. But his 
thesis tnat the Clintons pocket- 
ed Madison cash is unproven 

He ottered more disturbuic 
evidence tor his cnarge ot politi- 
cal intenerencc. His strongest 
exhibit was a sneat ot notes from 
lean Lewis, the criminal investi- 
gator who led the Madison in- 
quiry in RTC's Kansas City. Mo.. 
office. She charged that superi- 
ors in Washington pressed her to 
ignore evidence tnat the Clin- 
ton' Whitewater venture 
piaved a significant roic in drain- 
ing Maaicon ' account' Mom 


3 ^ 1 


Dramatic charges in the House 


toiling was Lewis s account ot a Feb. 2 meet- 
ing in which RTC aitomrv April Breslau 
told her the aeenrv was unoer pressure to 
conclude that Whitewater did not contnbutc 
to Madison s losses ' $he felt like thrv want- 
ed to be able to provide an honest answer’ “ 
Lewis quoted Breslau but that there were 
certain answers tnat thev would be happier 
about, oecausc it would get them oil the 
hook. 

\ccordmg to her notes. Lewis told Bres- 
lau- she believed that the Clintons benefited 
trom a cneck-kiting scncme tnat drew mon- 
• \ iron) Madison into tnc toundenne 
Whitewater development, anccited no evi- 
dence ot the Clintons compiicitv But she 
wondered whv thev apparentiv asked no 
questions ol McDougai. wno assumed then 
interest pavmcntson W 'hitewater land in the 
inid-19bus despite ms own financial difficul- 
ties "Wouldn’t vou ouestion the source ot 
t he tunds being used to vour oencht Lewi' 
asked. Breslau- nas demeu Lewis s account 


Clinton's accuser: "oenai coun'ei Fiske 
i- in W.ismngton nursuing White House 
revelations, inav nau- gained important 
ground in Aritansa' wnen tie cut a deal 
with former Little Rock municipal court 
ludee David Halt- Facing trial on traud 
and consptrarv cnarge'. Hale pleaded 
guiitv. hoping tor icment sentencing in ex- 
change tor testimony on Whitewater. The 
agreement allow' Fiske to ouestion the 
one figure in me affair who directlv ac- 
cuses Clinton ot wrongdoing Hale, wno 
ran a icdcraiiv bacsed finance company 
has cnarged that in 19S0 Clinton pressured 
him to mase a ''ttJU.uno loan to a turn 
owned by McDougai s wile: al 10.000 was 
tunneica to Whitewater. But Fiske has big 
credibility problems. A new l.eneral Ac- 
counting Office report on Capital Manage- 
ment Services. Hale’s him. snows he se- 
cretly owned 11 ot the "7 companies to 
which he made loans 
The unending trickle ot bad news has 
given wav in tne W hile House to a bleak 
acceptance tnat Whitewater is now a perma- 
nent part ot the administration s political 
landscape ’’The question is. can we continue 
to make progress with Whitewater as back- 
ground music’’ " asks one senior otiiciai. For 
the moment, the answer is ves Some issues 
still have constituencies that outstrip politi- 
cal problems caused bv the scandal. Last 
week the outlines ot a compromise on health 
reform began to emerge, and a maior educa- 
tion initiative setting national academic 
guidelines passed the Senate 

Vet Whitewater is torcinc the adminis- 
tration to work double hard lor victories it 
should alreadv have in hand Clinton was 
counting on passage ot the $22 billion enme 
bill before the pres' conference, to demon- 
strate tnat Whitewater nas not swamped 
Ins legislative agenda, but W hite House 
lobbyists and Democratic congressional 
whips, consumed with staving off 
Whitewater neannes. allowed Republicans 
to gain the procedural advan- 
tage and denv Clinton a bill un- 
til after Easter. One top Repub- 
lican strategist savs continuing 
uncertainty aoout Whitewater 
will maxe it more difficult tor 
Clinton to torm maionties on a 
range ot issue' "Because the 
question i>. what > next and 
how tow can ne co’" lie said 
Peopie on the Hill will hedge 
their bets and thev do that bet- 
ter than anvonc ’ The bad news 
tor the president — and the 
country -is that until the new 
questions get answers, all bet' 
could be ott 

tin : i ; tm i Miin hnn i mi' 
III* II i Host W 1.1 1 \XUH l_l It - 
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Hillary’s Cash Cows and Other Sweet Deals 


T he tax returns re- 
leased last week by the 
White House contain no 
smoking gun But according to 
Marvin A. Chirelstem of Co- 
lumbia University Law’ School, 
they do contain dear evidence 
that Hillary Clinton made a fi- 
nancial killing in a sweetheart 
deal ui cattle futures. The deal 
m itself was legal— but Chirei- 
stein says Mrs. Clinton never 
put up any money of her own. 
Because it was arranged by a 
lawyer for Tyson Foods, a ma- 
jor player ui .Arkansas, it 
shucks of political favoritism. 
"It's one of those things— 
somebody gets put into a good 
thing.'' Chirelstem said, "it’s 
harmless, but it doesn t look 
wonderful, does it?" 

Chirelstem is one of four 
outside experts chosen by the 
White House to brief reporters 
on the Clintons 1977. 1978 and 
1979 tax returns. The Clintons 
made S98.977 - S26.541 in 1978 
and 872.436 in 1979 -bv trad- 



j »M£»COC»UIIH-rtlOTV>»» W»TT»' 

Lucky investor First Lady 

ing in commodity futures. The 
trades were made at the step- 
bv-step direction of James 
Blair, a Clinton tnend and an 
outside counsel for Tvson 
Foods. Chirelstem savs that 
I the Clintons piggybacked on 
Blair s brokerage account. 


Blair and the Clintons' law- 
| y cr. David Kendall, have told 
the New York Tunes that Mrs. 
Clinton had her own brokerage 
account and that she assumed 
real financial risk in the deal. 
Chirelstem savs he saw no evi- 
dence of hard nsk. There 
weren t any checks. " he says. 
"This fellow Blair seems to 
have said. Tou can have a frac- 
1 tionai interest in my trading in 
these cattle futures. If I make 
1 money, you get a share. If I 
lose, you have to take vour 
share of the loss’.” 

( Chirelstem said he knows of 
! no contract that required Mrs 
Clinton to repay such a loss, 
which means her "investment" 
could be considered by some to 
; be a gift. Republicans are 
bound to wonder whether 
Blair, whose business interests 
were dependent on state gov- 
ernment. would ever have de- 
manded that a loss be covered. 

Chirelstem also said that 
James McDougai. chairman of 


Madison Guarantv Savings 
| and Loan and the Clintons 
partner in Whitewater Devel- 
opment Corp.. assumed the 
Clintons share of Whitewater 
i interest payments three vears 
: after they went in business to- 
gether. As a result, the Clintons 
essentially paid no part of 
! Whitewater costs trom 1981 to 
1990. Although documents re- 
leased by the White House in- 
dicate the Clintons paid S7.S26 
i m Whitewater interest and tax- 
j es between 1981 and 1990. 
Chirelstem savs these pay- 
ments covered the costs of a 
1 model home built on the 
Whitewater tract - a house the 
Clintons sold at a small pront. 

The bottom line, in Chirel- 
stein s tally, is that Clin- 
I ton is still overstating his 
Whitewater investment. Clin- 
J ton has revised the figure 
! downward, from S68.880 to 
{ $46,636. Chirelstem savs the 
real total is no more than 
S38.809-and if he s right, the 
Clintons had two sweetheart 
deals back to back. 

I Rich Thoma> in MaiAin«ron 
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The Washington Post 


Leach’s Whitewater Assertions Contradicted 


By Ruth Marcus 

' Pow Sag Wmtr 

Two %enior officials of the Resolu- 
tion Trust Corp. yesterday denied 
that thej had asked an agency inves- 
tigator ‘Id claim that the Clintons' 
Whitewflittr real estate investment 
was not responsible for any losses to 
Madison guaranty Savings & Loan, 
the failed thrift owned by the Clin- 
tons’ partner in Whitewater. 

Rep.>£$ Leach (R-Iowa), the chief 
House •investigator of Whitewater, 
said in£ ‘speech on the House floor 
last that a lawyer from the 
RTC’s&adquarters in Washington 
visited dUnsas City, the regional of- 
fice investigating Madison. To pass 
on the message" to the senior White- 
water investigator that “Washington” 
wanted to make such a claim. 

Lea^i identified deputy chief ex- 
ecutive? officer John E. Ryan and 
general "counsel Ellen B. Kulka as 
the officials who sought that state- 
ment fed a statement would allow 
President and Hillary Rodham Clin- 
ton to!assert that their bad invest- 
ment dkLnot result in losses to tax- 
payer^ Leach said. 

In a 'letter to Leach yesterday. 
Ryan and Kulka said". . . we are 
quite sure that neither of us has giv- 
en any such instructions to RTC 
staff.” 


Ryan and Kulka asserted that "no 
pressure has been exerted by the 
Treasury, the White House, or any 
other source in the Executive 
Branch concerning the performance 
of our responsibilities with respect 
to Madison Guaranty or Whitewater 
since either of us joined the RTC." 

In his statement. Leach noted that 
the RTC investigator who was 

pressing to have the Madison case 
referred to the Justice Department 
for possible criminal investigation 
felt she was under pressure from su- 
periors. He said the investigator 
sought whistle-blower protection so 
she could talk with Whitewater spe- 
cial counsel Robert B. Fiske Jr. 

The RTC officials said Leach may 
have hurt the investigation by releas- 
ing what they said were confidential 
documents and encouraging RTC 
staff to speak about a pending case. 

In an interview. Leach said he had 
quoted accurately from a memoran- 
dum asserting that a senior attorney 
had conveyed that request from Ryan 
and Kulka. "Whether or not they or- 
dered that attorney to say that. I 
don’t know," he said. 
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RTC Asserts Hubbell’s Father 'in-Law 
Helped Cause Madison Guaranty to Fail 


By Kenneth H. Bacon 

Staff Reporter of Tin Wall Strut Journal 

WASHINGTON - The Resolution Trust 
Corp. contends that transactions between 
Madison Guaranty Savings & Loan and the 
father-in-law of a former Clinton adminis- 
tration official contributed “to the insol- 
vency and failure" of the thrift 

Madison is at the center of a contro- 
versy over Bill and Hillary Rodham Clin- 
ton's real estate investment in Whitewater 
Development Co. The RTCs comments 
about Seth Ward, an Arkansas business- 
man and father-in-law of Webster Hubbeil, 
who recently resigned as associate attor- 
ney general, show that the government s 
investigation covers far more than the 
Clintons' dealings with the Little Rock 
thrift and its former owner, James McDou- 
gal. 

In a letter to Sen. Dale Bumpers (D.. 
Ark. » last year, an RTC official said that 
Mr. Ward “participated in a series of 
transactions involving Madison Guaranty 
land Madison Financial Corp., a subsidi- 
ary! which enabled those entities to dr- ' 
cum vent federal laws and regulations." 
The letter from Peter Knight, the RTCs 
acting director of government relations, 
further stated that “these transactions 
involving Mr. Ward, among others, led to 
the insolvency and failure of Madison 
Guaranty in 1989.” The letter was obtained 
from the RTC. the federal agency formed 
to dean up the thrift industry. 

Reached in Little Rock yesterday. Mr. 
Ward referred inquiries to his attorney, 
who said: “The statement is erroneous." 
Mr. Knight's allegations suggest that Mr. 
Ward may be the subject of the govern- 
ment's efforts to pursue civil or criminal 
cases against people who may have con- 
tributed to Madison's failure, which cost 
U.S. taxpayers S68.8 million. But Mr. 
Ward’s attorney. Austin Jennings Sr., as- 
serted that he doesn't believe his client is 
the subject of government investigations. 
Mr. Knight is on leave this week and 
couldn't be reached for comment j 

The RTCs letter came in response to a ! 
May 1993 complaint about the agency from 
Mr. Ward, who had just agreed to pay the 
RTC over S340.000 to settle a lengthy legal 
dispute. Mr. Ward wrote to Sen. Bumpers, 
who sent copies of Mr. Ward's letter to 
three top White House officials from Ar 


kansas: Chief of Staff Thomas McLarty, 
Associate Counsel William Kennedy, and 
Vincent Foster, who was deputy counsel 
when he committed suicide last year. 

Sen. Bumpers sent a letter of his own to 
Deputy Treasury Secretary Roger Altman 
and former White House Counsel Bernard 
Nussbaum. John Lyford. Mr. Bumpers's 
press secretary, said copies of the letter 
went to top White House officials to call 
their attention to the senator's request for 
an administration review of the RTCs 
litigation policies. 

Nobody in the White House responded 
to the Bumpers letter. Mr. Lyford said. In 
fact. Mr. Altman, whose term as acting 
RTC chief ended yesterday, didn't respood 
for three months. When he did. he used a 
government version of the old "dog ate my 
homework" excuse. “The RTC dog appar- 
ently ate your letter of several months 
ago." he told Mr. Bumpers. 

The RTC released the letters in re- 
sponse to a request under the Freedom of 
Information Act 


— n — 
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GAO Report Finds Insider Problems 
At Banks Often Contribute to Failure 


WASHINGTON -Problems with insider 
transactions at banks are prevalent and 
frequently contribute to bank failures, the 
General Accounting Office said. 

The congressional watchdog agency 
said its analysis or the 286 banks that failed 
in 1990 and 1991 showed that insider prob- 
lems were contributing factors in 175 of the 
failures. In 74 of these cases, it said, 
insider problems were the main cause of 
failure. For the Bank Insurance Fund, the 
federal agency that insures bank deposits, 
losses associated with the 175 failed banks 
totaled S5.4 billion, the GAO estimated. 

Insider problems consist of fraud by 
insiders such as bank officers and direc- 
tors. insider abuse, and loan losses to 
insiders. 

Fraud, a criminal act. was found by 
Federal Deposit Insurance Corp. investi- 
gators in 36% of the 286 bank failures 
analyzed, the GAO said. Insider abuse. 


which falls short of fraud and occurs when 
an insider receives personal benefit from 
some action taken in connection with his or 
her role at the bank, was identified 417c of 
the time. Loan losses to insiders were 
found in 28% of these failures. 

In reviewing 13 banks that are still 
open, the GAO said that 10 had been cited 
for insider violations. "As they had been in 
the failed banks, preferential interest 
rates on loans to insiders and insider loans 
that exceeded legal lending limits were the 
most frequently cited insider violations." 
the agency said. 

The GAO also said that insider prob- 
lems identified by federal bank examiners 
often went uncorrected from one examina- 
tion to the next. 

The GAO. which conducted its insider 
study in response to separate requests 
from the chairmen of the House and Senate 
Banking Committees, recommended that 
federal bank regulators include a thorough 
review of insider activities in their next 
examination of each bank under their 
jurisdictions. It urged regulators to ensure 
that bank directors understand their re- 
sponsibilities and take corrective action 
where appropriate. 

The Office of the Comptroller of the 
Currency said it agreed with the GAO’S 
recommendations and plans to act accord- 
ingly. 

However, the FDIC and the Federal 
Reserve, while in substantial agreement 
with the GAO s report, said they "already 
have policies in place to address these 
recommendations." the GAO said. But the 
GAO reiterated that there are additional 
steps these two agencies can take. 
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Lending firm searched by federal agents 
on finding almost 90 percent bad loans 


CHOM COMBINED DISPATCHES 

LITTLE ROCK. Ark. — Federal 
agents searched the office of a 
lending company linked to the 
Whitewater-Madison affair last 
year after a Small Business Ad- 
ministration (SBA) review showed 
almost 90 percent of the com- 
pany's loans were delinquent, ac- 
cording to documents released 
yesterday. 

Federal agents searched the of- 
fices of Capital-Management Ser- 
vices Inc. on July 21. 1993. David 
L. Hale, president of Capital- 
Management. was indicted two 
months later on charges of con- 
spiring to defraud the SBA with 
two other men. and lying to the 
SBA. 

Hale pleaded guilty to two 
charges last week in a plea agree- 
ment. 

After the indictment, the case 
became linked to President Clin- 
ton when Hale charged that Mr. 
Clinton — and James B. McDou- 
gal. his partner in Whitewater De- 
velopment Corp. — pressured him 
to make an improper SBA loan to 
Mr. McDou gal's then-wife. Susan, 
another Whitewater partner. Mr. 
Clinton and Mr. McDougal have 
denied the accusation. 

The affidavit filed to justify the 
search of Hale's office was not 
made public until yesterday, when 


U.S. District Judge Stephen M. 
Reasoner authorized its release. 
Federal prosecutors had earlier 
sought to keep the affidavit sealed, 
but Whitewater-Madison special 
counsel Robert B. Fiske Jr. offered 
no objection when news media 
representatives petitioned to have 
it released. 

The Washington Times last year 
reported the loan problems of 
Capital-Management and the 
questionable loan to Mrs. McDou- 
gal. 

The affidavit stated that an SBA 
examination of Hale's company 
showed that as of Nov. 30. 1990. 
loans totaling more than S2.45 mil- 
lion. or 86 percent of the loan port- 
folio. were delinquent. Some of 
those loans had been delinquent 
for up to S3 months. 

The affidavit also indicated that 
the review showed that the com- 
pany. set up to make loans to “dis- 
advantaged” people who other- 
wise would have trouble obtaining 
them, had violated various SBA 
rules and regulations, including 
lending money to “a non-disad- 
vantaged small concern." 

The $300,000 loan to Mrs 
McDougal was never repaid, and 
at least SI 10.000 of it was depos- 
ited in a Whitewater account, ac- 
cording to federal records. 

That loan was made for a mar- 


keting company Mrs. McDougal 
owned. Madison Guaranty Sav- 
ings and Loan Association was 
owned by Mr. McDougal. Mr. Fiske 
is investigating, among other 
things, the financial ties between 
Madison and Whitewater, and 
whether Madison funds were used 
to finance campaigns of promi- 
nent Arkansas politicians, includ- 
ing Mr. Clinton. 

The loan to Susan McDougal. 
who later divorced Mr. McDougal. 
was approved in late Marcn 198tv 
deposited a month later in a Madi- 
son checking account and trans- 
ferred to a separate Whitewater 
account, where as much as a third 
of it is believed to have been di- 
verted to another venture — 
Lorance Heights in Little Rock. 

Mrs. McDougal. facing un- 
related embezzlement charges in 
Los Angeles, has said she does not 
recall receiving the S300.000 loan. 

Hale, a former Little Rock mu- 
nicipal judge, said Mr. Clinton and 
Mr. McDougal pressured him dur- 
ing meetings in Little Rock in Feb- 
ruary and March 1986 for the SBA- 
backed loan. He said they told him 
they had financial difficulnes and 
needed cash. 

He said they knew she did not 
legally qualify for the SBA loan, 
which was for disadvantaged ap- 
plicants. 
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Hillary’s expertise 
made millionaires 
of the Clintons 


Her other deals outdid Whitewater 


9v Jerrv Seper 
ana Micnaei neages 

'«e Washington times 


Hillary Kodham Clinton s com- 
modities deals in 1978-79. when 
she turned a S1.000 investment 
into a S 100.000 profit in 10 months, 
are indicative of her long-standing 
role as the financial wheeler- 
dealer in the Clinton family. 

From selling short on health 
care stocks while on the stump at- 
tacking the health care industry to 
her bluntly worded power-of- 
attomey request of Whitewater 
Development Corp. partner James 
13. McDougal. Mrs. Clinton has al- 
ways been out front when it comes 
to handling the Clintons cash. 

I haven't seen the individual 
(commodity! trades, but anybody 
who is a novice and can run S1.000 
into $ 100.000 is either one of the 
greatest geniuses in market his- 
tory or had some very- good ad- 
vice." said Radoslav Artukovic. a 
successful stock specialist in Los 
Angeles. “It is in the realm of pos- 
sibility. but it strains credulity." 

Mr. McDougal. owner of the 
failed Madison Guaranty Savings 
and Loan Association, said dunng 
a Feb. 9 interview on ABC-TV’s 
"Nightline'. "If there was any 
business to discuss. I discussed it 
with Mrs. Clinton and not with the 
governor” 

Mrs. Clintons dealings have 
proved beneficial to the couple's 
bankbook. As the Clintons' bread- 
winner. she: 

• Sucessfullv assembled a stock 
portfolio to push her annual in- 
come into the six-figure bracket, 
including a S212.000 income in 
1990. 

• Helped establish about 
S~5.000 in stocks for daughter 
Chelsea. 

• Sought to set up a stock- 
buving partnership described by a 
Little Rock stockbroker as having 
a hidden purpose. 

• Set up the Whitewater part- 
nership in the Arkansas Ozarks 
structured to enable the Clintons 
to receive half the profits with lit- 
tle or no investment. 

Despite warnings yesterday by 
White House Counselor David 
liercen to "keep in mind her pro- 
fessional life" before denouncing 
Mrs c Union u.> a imanctal hustler, 
-time financial e\oert>. com- 
modities traders and otners be- 
lieve tne t irst ladv mav oe tne ulti- 
mate deal maker 

But her six-figure income as a 
lawver at Little Rock's Rose Law 
Firm and q spectacular run at 
commodities trading have turned 
f ne eoupii into millionaires The 
Clintons net worth in July, when 
i 


their assets were put into a blind 
trust managed by Boston-based 
Essex Investment Management 
Co., is estimated at more than 51.2 
million, according to financial ex- 
perts familiar with the Clintons 
assets. 

President Clintons assets 
amount to only about 5125.000 and 
include individual retirement ac- 
counts and Louisiana state bonds. 
He has never exhibited much 
savvy — or interest — in master- 
ing household cash flow. 

“It’s like in any family where 
one person handles the family fi- 
nances and the other person 
doesn't." said White House Press 
Secretary Dee Dee Myers "He’s 
always been more interested m 
policy" 

Mrs. Clinton's worth, however, is 
estimated by experts at more than 
$1 million. It includes shares in Liz 
Claiborne Inc.. Box Energy Corp.. 
TCBY Enterprises Inc. and Wal- 
Mart Stores Inc. plus Arkansas 
state bonds. IRAs and her partner- 
ship interest in Value Partners I 
Ltd. 

Mrs. Clinton's successful com- 
modities trading was described 
March 18 in the New- York Times. 
The newspaper said that starting 
just before Mr. Clinton’s election 
as governor in 1978. Mrs. Clinton 
entered the market with the help 
of a friend who was the attorney 
for Tyson Foods Inc., a cmcken 
processor and one of Arkansas' 
most powerful and heavily reg- 
ulated companies. 

The commodities investments 
began within six weeks of the time 
the Clintons' agreed to join a part- 
nership with Mr. McDougal and 
his then-wife. Susan, in White- 
water. a development of 230-acres 
along the White River in the Ar- 
kansas Ozarks. The financial ties 
between Whitewater and Madison 
are now under a federal grand jury 
investigation led by special coun- 
sel Robert B. Fiske. 

Money Magazine, in its April 
edition, has estimated that the 
Clintons owe $99,858 in back taxes 
and interest "due to questionable 
deductions" for the Whitewater 
venture. The White House has said 
the Clintons owe nothing. 

The successful commodity 
trades were made with the assis- 
tance of James B. Blair, a success- 
ful commodities broker and a Clin 
ton conuuant wno at tne time wa* 
general counsel lor tne l'vson op 
eration. oased m bpnnguaie. Ark 

Arkansas records show the 
Tyson company was the benefi- 
ciary under then-Gov. Clinton of 
several favorable enviromental 
regulations, govemment-guaran 
teed loans and the appointment ot 
company executives on stale 
boards and commissions 




Mr. biair nas connrmeu that ne 
guided Mrs. Clinton in her com- 
modities deals, which had never 
been publicly disclosed prior to 
tne New York Times articie. but 
denied any wrongdoing. He said 
ne nelped Mrs. Clinton because 
s:ie was a iriend. not because snc 
was marrieu tu tne governor 


The trading was conducted ov 
Robert "Red" Bone, who managed 
the Ray E. Friedman brokerage 
firm, or REFCO. in Springdale. 
Mr. Bone worked at Tyson tor 13 
years and traded commodities fu- 
tures for the company. The Com- 
modities Futures TYading Corp. 
twice disciplined him and once 
banned him. Tyson Foods and its 
president. Don Tyson, from per- 
sonal trading for a year, according 
to published reports. 

He was disciplined by reg- 
ulators both before and after his 
dealings with Mrs. Clinton for. 
among other things, allocating 
trades to investors after he had de- 
termined whether they were win- 
ners or losers. 

Commodity Traders Consumer 
Report Editor Bruce Babcock told 
the Wall Street Journal: “Tb make 
100 times your money is possible, 
but it’s difficult to understand how 
a newcomer could do it. I don't 
care who is advising her. it just 
isn't very likely." 

“The combination of Mrs. Clin- 
ton’s quick profits and Mr. Bone's 
record caused Commodities Fu- 
tures Forecast Editor Philip Got* 
thel to conclude in an interview 


(crediting trades to different cus- 
tomers after those trades have 
gained or lost) could have been 
part of her success.” 

A commentator yesterday mor- 
ning on National Public Radio said 
the commodity transaction rec- 
ords released Tuesday by the 
White House would indicate that 
Mrs. Clinton was "one of the most 
successful novice investors ever ' 

“It would be the equivalent ot 
going to a craps table and running 
1,000 up to 100.000; it is unheard 
of." said one major investment 
manager who is also a director of 
numerous companies. 

A commodities broker in New 
York said that a hundredfold in- 
crease in Mrs. Clinton s portfolio 
over a 10-month period would have 
spurred others to stay in the mar- 
ket. instead of abruptly quitting in 
1980 after Chelsea was bom. 

"The rate of increase for Mrs 
Clinton in her investment, if ear- 
ned over a four-year penod. would 
have been a profit to her of S100 
billion." the broker said. "That po- 
tential gain would have kept a lot 
of players in the game." 

Mr. Artukovic added that sev- 
eral professionals on the Pacific 
Stock Exchange have been asking 
why Mrs. Clinton — when on such 
a successful run — quit trading 

"Millions oi people have tried 
this, and almost none nave sue 
c ceded When tnat happens, it : 
usuallv a protessionai witn urea: 
expertise.' he said. “This is tn-.- 
equivalent of hitting the lotterv ;; 
number of times. 


corrh'nvecL- cm 
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"l.iven their asset base at the 

:me. t::e last thine an investment 
counselor would nave told tnem is 
to risk it in tne commodities mar 
ket. he said. "You can lose two or 
three times what you invest What 
possessed her to do that ? " 

Some lederal law enforcement 
officials looking into the White- 
water-Madison affair have said 
they are asking the same question 
They also are concerned about 
possible conflicts of interest in- 
volving Mrs. Clinton's ties to Value 
1 artners and a stock partnership 
known as Midlife Investors Inc. 

Value Partners is an investment 
group that "sold short" on several 
health care stocks after the Clin- 
tons moved into the White House 
Bv the time of the sale. Mrs. Clin- 
ton had actively ta ken charge of 

the presidents health care task 
force. Selling "short" is the prac- 
tice of selling shares not held for 
future delivery in anticipation of 
buying the shares later at a re- 
duced pnee. 

In December 1992. Value Part- 
ners had SI. 2 million invested in 10 
health care stocks, or about 13 per- 
cent of its total portfolio. The po- 
tential conflict focused on accusa- 
tions that, as the head of the health 
care task force. Mrs. Clinton s pub- 
lic statements about health care 
and price controls depressed the 
price of shares in health care 
stocks, making the shares avail- 
able at a reduced price. 

The Washington Post noted in a 
March 18 report that some of the 
Value Partners short sales oc- 
curred after the Clintons moved 
into the White House. The newspa- 
per said previous administrations 
had put their holdings into a blind 
trust before taking office — not six 
months later, as in the case of the 
Clintons. 

Midlife Investors is a partner- 
ship set up in 1983 by Roy P Drew, 
a broker working at the time at the 
E.F Hutton office in Little Rock. It 
involved Rose Law Firm partners 
Webster L. Hubbell. the former as- 
sociate attorney general who re- 
signed earlier this month, and Vin- 
cent W. Foster Jr., the late White 
House deputy counsel whose body 
was found July 20 in a Virginia 
park 

The Clintons tax returns show 
the partnership never yielded 
much taxable dividend income, a 
finding that surprised Mr. Drew, 
now a private consultant. 

In April 1983. about four years 
after Mrs. Clinton had parlayed 
the SI .000 into S 100.000 in the com- 
modities market, she approached 
Mr Drew and asked for beginner s 
advice on stock investing. 

I didn t realize that Hillary had 
anv other securities experience, 
said Mr Drew, now an investment 
anaivst in Little Rock "She didn t 
earn’ nerseif as someone experi 
enced enougn to have maue 
5100.000 in tne commodities mar 
ket. She was saying Teach me 

"The otner thing I don't under- 
stand is whv they were coming to 
Roy brew'at E.F Hutton when she 
cleariv*had a number of very ex 
pent, iced contacts in the fin^pcial 
world. 


I 



Behind these storage doors in Little Rock. Ark., were boxes of 
records from Madison Guaranty S&L that were thrown out in 1 990 
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Some files from Madison S&L i 
abandoned, loaded in dumpster 


LITTLE ROCK. Ark. (AP) — 
Boxes of records from a savings 
and loan at the center of the 
Whitewater investigation were 
abandoned in a rented storage 
room and then dumped in the 
trash, the rental company's 
owner said yesterday. 

Ralph Bozeman, owner of 
Storage World, said an employee 
who managed the storage space 
threw out about three or four 
boxes left behind by Madison 
Guaranty Savings & Loan in 
1990. 

Mr. Bozeman said his records 
show that Madison rented the 
space from Jan. 5. 1989 to May 
16. 1990. 

On that date. Madison moved 
most of its records out but left a 


few boxes behind. Mr. Bozeman 
said the manager. Carroll Lee. 
told him there was "stuff left 
over.” and that he was unsuc- 
cessful in reaching anyone at 
Madison. 

Storage World kept the rec- 
ords for six weeks despite re- 
ceiving no further payments 
from Madison. 

Mr. Bozeman said Mr Lee 
"tried to auction off the prop- 
erty. but nobody wanted to buy 
old bank records." He said Mr. 
Lee then threw the unwanted 
boxes away. 

Mr. Lee did not immediatelv 
return a phone call seeking com- 
ment. 

Federal regulators seized 
Madison in 1989 



4831 


The Washington Times 
March 31. 1994 


Scandal consistency 


1 4 T am in a sense reluctant, but I was convinced 
I that these persistent rumors which have gone 
X for so long and have occupied the attention of 
news media both here and abroad indicate that the 
inquiry should be taken.” 

Yes, that was House Speaker Ibm Foley talking 
about a scandal that threatened to envelope a pres- 
idency. But no. he wasn’t talking about the "rumors’* 
and the "attention of the news media" as they relate 
to Whitewater. He was talking in 1991 about that 
monument to conspiracy theories, the ‘‘October Sur- 
prise." Remember that one? 

Democrats do. They were in no sense reluctant 
about launching a much-publicized investigation 
into a hypothesis that only a Beltway Democrat and 
the New York Times op-ed page could love. It went 
something like this: Out of fear that then-President 
Jimmy Carter would pull an "October Surprise" and 
win the freedom of the 52 Iranian hostages just in 
time to help him win the 1980 presidential election, 
campaign officials for Ronald Reagan were alleged 
to have met with Iranian officials to delay the release 
until after the election. 

It was an implausible theory to say the least, 
based as it was on the notion that Mr. Reagan was 
willing to sacrifice the hostages’ freedom for rea- 
sons of political expediency. But it got to be a very 
trendy notion in Democratic circles about the time 
President Bush was about to seek re-election, only 
to be found absolutely baseless in the end. A few 
quotes, all from a single story in the Aug. 6. 1991. 
New York Times and including one that has already 
appeared here in part, may help capture the flavor 
of the nmes: 

■ “These allegations are both persistent and dis- 
turbing. We have no conclusive evidence of wrong- 
doing, but the seriousness of the allegations, and the 
weight of circumstantial information, compel an 
effort to establish the facts.’’ 

— House Speaker Ibm Fbley and Senate Majori- 
ty Leader George Mitchell in a joint statement 


announcing formal congressional mvesneanons into 
the October Surprise. 

■ “Can this story be believed? There is no ‘smok- 
ing gun and I cannot prove exactly what happened 
at each stage.” But the allegations of numerous cred- 
ible sources “have many disturb mg implications for 
the U.S. political system." 

— October Surprise theorist Gary Sick. 

■ “A coordinated investigative effort in both the 
House and Senate can quickly get to the bottom of 
these rumors. There may be people out there with 
information which has not come to light thus far. A 
congressional investigation may prompt them to 
step forward, and I hope they will." 

— South Carolina Rep. Butler Derrick, a Democ- 
rat. 

■ “There was enormous reluctance in this insti- 
tution to proceed. America doesn’t need another 
scandal, and the dimensions of these allegations are 
so serious that there are advantages for no one. But 
in the final analysis, there really was no choice. This 
is central to the responsibility of Congress.” 

— New Jersey Rep. Robert Tbmcelli. a Democ- 
rat 

What a difference three years makes. Democrats 
have consistently dragged their feet on the need to 
investigate the Whitewater controversy now raging 
about President Clinton. Indeed, House Banking 
Committee Chairman Henry Gonzalez actually- 
called off a required hearing for fear that ranking 
Republican member Jim Leach would ask adminis- 
tration officials questions about the matter. Mr. Fbley 
and Co. held out against special hearings on White- 
water as long as they could, and still have not agreed 
to set a date for them. 

Perhaps Mr. Leach could point out. as Mr. Tbrri- 
celli did. that while America doesn’t need another 
scandal, it is the central responsibility' of Congress 
to investigate failed S&Ls and government programs 
so much a pan of the Whitewater scandal. Come to 
think of it. he already has. 


u. lV 
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PAUL CRAIG ROBERTS 


Shift of 
funds 
the key 
issue 


B c-rore President Clinton 
holds his next press con- 
ference. perhaps the 
toothless White House 
press corps will have vis- 
ited the dentist for a set 
of dentures. Normally equipped 
with fang and claw when a Repub- 
lican president is the target, the 
White House reporters couldn't get 
a fingernail on 
the Whitewater 
issues. 

Members of 1 
the press corps 
could sharpen 
up their gums 
by doing a little 
research on the 
issue that now 
defines their 
beat. Those cov- 
ering the White 

House need to learn that White- 
water is not about how much 
money the Clintons lost on their 
real estate investment. 

The narrow question is whether 
the Clinton-McDougal partnership, 
known as the Whitewater Develop- 
ment Corp., became a slush fund for 
diverting money to meet Mr. Clin- 
ton’s personal and political needs. If 
so, did the diversions of money vio- 
late banking, campaign and tax 
laws? Whether Mr. Clinton lost or 
made money on the real estate deal 
has no bearing on this question. 

More broadly. Whitewatergate is 
the designation associated with the 
suspicion that Mr. Clinton organized 
the state that he governed in ways 
that benehted his political ambi- 


Fbr example. Mr. Clinton dra- 
matically altered the way tax- 
exempt bonds are issued in 
Arkansas. Prior to 1978. there was 
no central issuing authority. Munic- 
ipalities. counties and state agencies 
issued their bonds directly, and this 
allowed some abuses. In 1978, Mr 
Clinton succeeded in centralizing 
the issuance of some of the bonds by 
creating the Arkansas Housing 
Development Agency. 

This agency was the forerunner 
to the Arkansas Development 
Finance Authority, created by Mr. 
Clinton in 1985. ADFA was a “bond 
bank" that gave Mr. Clinton's 
appointees supervision over most 
tax-exempt financings. 

Prior to 1978. Stephens Inc., an 
old-line Arkansas bond underwriter 
dating back to 1933. handled 60 per- 
cent to 80 percent of the bond issues. 
But Stephens Inc. wasn't a cam- 
paign contributor, and once Mr. 
Clinton gained control over bond 
issues. Stephens’ share of the cen- 
tralized financings dropped to 33 
percent during 1978-85 and to 10 
oercent during 1985-92. The firm;- 
role as ieao manager dropped t< 
less tnan 5 percent of the bond 


issues 

The bond business that Stephens 
Inc. had had went to E.F. Hutton. 
Paine Webber and Goldman Sachs 
The April 4 issue of the New Repub- 
lic savs bond underwriters chosen 


by ADFA contributed about one- 
fifth of Mr. Clinton’s 1990 guberna- 
torial campaign fund and that Gold- 
man Sachs raised millions for Mr. 
Clinton’s presidential race. Gold- 
man Sachs co-chairman. Robert 
Rubin, is Mr. Clinton's chief eco- 
nomic adviser. 

Another interesting develop- 
ment occurred in the Arkansas 
bond business. In 1983, Mr. Clinton's 
friend and contributor. Dan Lasater. 
a restaurateur later convicted on 
cocaine charges, shows up as a bond 
underwriter. In 1985, he was 
allowed to handle a S30 million bond 
issue for a state police communica- 
tion system, despite being underbid 
by Mr. Stephens on price and 
despite being under investigation 
at the time. Mr. Lasater made 
5750,000 on the deal before being 
sentenced in 1986. In 1990. he was 
pardoned by Gov. Clinton. Patsy 
Thomasson. who managed Mr 
Lasater’s business while he was 
incarcerated, is a senior official in 
the Clinton White House. 

Whitewater Development Corp 
and the state's bond business don’t 
appear to be the only activities that 
were shaped to fit Mr. Clinton's polit- 
ical needs. Former Judge David 
Hale says he ran his Small Business 
Administration loan business in a 
manner that produced cash flow fbr 
the state's political powerful, includ- 
ing Mr. Clinton and his business 

partner. Mr. McDougal. Mr. Hale 
was indicted fbr fraud and is now 
testifying to a grand jury about Mr. 
Clinton’s involvement 

Whitewatergate is also about a 
cover-up. Whitewater documents 
were purlomed from a dead man’s 
office; a Resolution TVust Corp. 
investigator says she was pressured 
to turn in a false report clearing the 
Clintons from any entanglement in 
the Madison S&L case; and there 
are reports of document shredding 
at the Rose Law Firm. 

Hillary Clinton brought her 
three principal Rose law partners 
and her mentor from her Watergate 
days to Washington, ensconc-ing 
all in top positions. Fourteen 
months later. White House Counsel 
Bernard Nussbaum has resigned 
under pressure. Deputy White 
House Counsel Vincent Foster is 
dead of suicide. Associate White 
House Counsel William Kennedy 
has been "reassigned" under pres- 
sure. Associate Attorney General 
Webster Hubbell has resigned 
under pressure. 

That’s too many casualties for an 
honest business loss. 


Paul C'rciR Roberts, ii dtstn; 
mashed fellow ot the Cato Insn 
tute.is a columnist tor The Wash 
mjtton Times and is nationally 
syndicated. 


/zzlz. 



4833 


The Washington Times 
March 31. 1994 


MARTIN SCHRAM 


A bdication — it can be born of 
/\ motives both noole ana nec- 
e.ssarv. But that didn't 
X JLappcar to be wnat was 
nehind the sad spectacle we wit- 
nessed the other night: A White 
House press corps abdicating its 
responsibility at President Clinton's 
prime-time news conference. 

We saw a White House press 
corps flailing but failing. Indeed, 
my colleagues in the current pres- 
idential corps 
seemed 
have lost sight 
of their prime 
mission: It is 
fact-finding, 
whether 
their daily 
work in the 
press room or 
in televised 
news confer- 
ences in the 

East Room. Especially in times 
when unanswered allegations and 
un-found facts abound, as they do in 
the various controversies known by 
the generic “Whitewater.” 

Yet the other night, some ques- 
tioners seemed inept (serving up 
soft queries); others seemed inert 
(letting presidential misstate-ments i 
go unchallenged). That's too bad; 
for it is m pre-scandal times such as i 
this that the public most needs a . 
press corps that is ept and ert. 

Preparing fora press conference 
in times such as this should be a ( 
painstaking process, not unlike list- 
ing questions for a cross-examina- 
tion at a public hearing. Apparent- 
ly. few followed that regimen. . 
Consider these soft serves: 


White 

House 

media 

lapses 


Q: "Can you tell us what drew you 
to [Whitewater real estate partner 
James McDougal] to begin with . . . ?" 


Q: . .I'm cunous. who do you 

blame more than anything else for 
the Whitewater mess that the 
administration is in now?" 


Q: “ ... Polls are showing that 
more and more Americans are 
unsure whether you acted proper- 
ly in Whitewater. . . . Does that con- 
cern you?” 

Other questions weren’t soft, but 
seemed designed not for fact-find- 
ing. but a point-scoring Oxford 
debate. As in: 


Q: "You’ve been kind of tough at 
times on people you felt made out 
during the '80s. who didn't pay their 
fair share. Can you tell us. sir. 
tonight that vou nave aotded by the 
very high ethical standards tn 
which you've souent to hoid otn- 
ers?" 

Only four or rive of the 20 White- 
water questions seemed designed 
to elicit new facts or explanations. 
But reporters never asked Mr. Clin- 
ton about his acnons that bear most 
directly upon his presidency. 

Among the unasked questions: 

When White House deputy coun- 
sel Vincent Fbster died, did you or 
your wife ask counsel Bernard 
Nussbaum or Mrs. Clinton’s chief of 
staff. Maggie Williams, to search 
Mr. Foster’s office and remove 
Whitewater files (as they did) 
before the police could find them? 

Did you or your wife ask Mr. 
Nussbaum or any aide to bring you 
Mr. Foster’s suicide note before the 
police got it two days later? If so. 
was the note already ripped into 
pieces? 

Why were you allowed to invest 
far less money in Whitewater than 
your "equal” partner. Mr. McDou- 
gal? What else were you bringing to 
the deal? 

Why do you believe it was eth- 
ical for the attorney for Arkansas' 
largest employer and a major pol- 
luter (Tyson Foods Inc.) to give 
your wife tips so she could make 
S100.000 in the commodities mar- 
ket in your first year as governor? 

Press conferences have long 
been imperfect instruments. In the 
Reagan years. I discovered that 
press secretary Larry Speakes had 
given President Reagan a seating 
chart before a press conference, 
telling him to turn to his right if he 
got into trouble, because that's 
where “the known friendlies” 
would be seated. When questioning 
got tough, Mr. Reagan did just that 
and got easy pitches. 

In the Nixon years, as the Water- 
gate scandal deepened, about 20 of 
us reporters on the White House 
beat were so dissatisfied with our 
own inability to follow up on ques- 
tions President Nixon ducked or 
evaded that we met upstairs in the 
Washington Hotel, a block from the 
White House, one afternoon. Some 
reporters urged that we draw up a 
list of questions and follow it in the 
next news conference. I felt that we 
ought not create a press cabal; but 
that we should do our homework 
and be individually aggressive. In 
the end. we chose to be vigilant 
without being vigilantes. 

And that’s precisely what 
reporters on the Clinton watch 
should be doing today. 


Martin Schram is a nationally 
syndicated columnist. 
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And Now, the Stephanopoulos ‘Scandal’ 


h anadf , It's not even that Altman has told the 
White House m advance of his decision to recuse 


This is getting ridi cu lous. 

George Stephanopoulos called his pal at the 
Treasury Department to ask why Jay Ste- 
phens— a partisan Republican with a special 
grudge against President Clinton — had been ap- 
pointed to investigate the failure of Whitewater- 
connected Madison Savings & Loan. Stephanopou- 
los says he was just “blowing off steam.” But 
suppose the worst that has been alleged in anony- 
mous leaks: that Stephanopoulos asked whether 
Stephens could be gotten nd of. He was told that 
the Resolution Trust Corporation, which appoint- 
ed Stephens, is an independent agency whose 
decisions cannot be overruled. And. by aD ac- 
counts. the “attempt" to “interfere” with the RTC 
investigation ended there. 

A White House official is told the rules and 
obeys them. Maybe that is man-bites-dog, but 
where a the scandal? Isn’t that exactly what is 
supposed to happen? 

The effort to gm up a scandal over a second phone 
call the same day s even more absurd. This call was 
by Steph a nopoulos and another White House aide. 
Harold kkes. to Deputy Treasury Secretary Roger 
AkmnL and inifh in wt that 

Altman had failed to alert the White House, before 
tefing the press, that he was going to recuse hanself 
from Whitewater -related matters. 

Note bow many levels we are now removed from 
what might normally be seen as an im propriety. 
What is the accusation here? It's not that Altman. as 
actng head of the RTC. has actually interfered with 
the Whitewater investigation. It’s not that he has 
faded to recuse tumself anyway. It’s not that the 
White House has opposed his drri a nn to r e an e 


himself (though what on earth would be wrong with 
that?). It’s that a couple of White House aides 
corapt»ed about not being told in advance. 

Yet these two phone calls dominated the head- 
lines over the last weekend m March. By midweek, 
it’s true, the foOow-up articles had drifted back to 
page five or sol and a certain note of sheepish 
uncertainty about the episode’s actual gravity had 
replaced the previous breathless outrage. But the 
WaD Street Journal editorial page could toss off 
ntnmntt references to “newly revealed interventions 
by George Stephanopoulos and Harold Ickes.” And 
the requirements of concision will henceforth pre- 
vent even journalists from doing much 

better than that, as the Stephanopoulos episode adds 
inmhw layer to this complicated story. 

The Ortnratfs. meanwhile, were reduced to 
grateful thanks for the partial absolution being offered 
by Rep. Jim Leach, their chief Republican tormentor. 
Leach declared that “it would be premature to draw 
any extraordinary conclusions" from reports of these 
phone calk. Bleat you, congressman. 

Jim Lew* may be about to learn— as Jimmy 
Carter and Dan Rather did before him— that a 
fuzzy sweater alone cannot indefinitely p r eser v e 
one's reputation for high-mindedness (though it 
certainly helps). On March 24. Leach asserted 
point-blank on the floor of the House that “the 
family of the former governor of Arkansas re- 
ceived value from Whitewater m excess of the 
res o urces invested.' which is his pompous way of 
saymg that the Clintons made money on the deal. 
That night at his press conference. Clinton assert- 


ed that he had lost money on the deal — though if 
than he had previously claimed— and released t;. 
returns which seemed to prove iL 

This is a pretty clear conflict. So where 
Leach's evidence? What. even, is his argumen 
The press has given Leach pretty much ot a tr« 
nde. The documents he released the day of n 
speech don't begin to make the case. Lead, 
reasoning is near -impossible to follow but seem 
at least, to start by accepting the claim by Jr 
McDougaL the Clintons' Whitewater partner, th. 
they put only $13,500 into the deal. But McDoug 
now says he was mistaken (“My face is red”).ai 
agrees with the Clintons' (latest) figure of son: 
$46,000. So where does that leave Leach? 

Leach says he cannot produce all the relevai 
documents because that might hamper the specv 
prosecutor’s investigation. This is rich. The Clu 
tons have been accused, and accused correctly, t 
Leach among others, of cowering behind tr. 
special prosecutor as an excuse not to come cleat 
But surely it is worse to use the special prosecut- 
as a shield for making accusations against other 
without producing the evidence than it is to use tr 
special prosecutor as a shield for the defend 
against such accusations. 

That zany WaD Street Journal editorial pag 
says, regarding Whitewater, that we need mor 
“publications willing to report what they learn eve 
at the risk that now and then some of it may b 
overtaken by other facts.” 

Owertaktn by other facts. What a spectacuia 
euphemism for getting it wrong! I hope that sane 
media remain just a bn afraid of being overtake, 
by other facts. 

C1SS4. UTVTto New fevtffic kc. 
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Arkansas Secrets 


There will be plenty of time to explore whether 
laws were violated when the Clintons went into the 
land development business with James and Susan 
McDougal or when George Stephanopoulos and 
other White House aides meddled with Treasury 
Department investigations. For the moment, it is 
enough to ponder the fluid morality implicit in the 
Clintons’ tax returns and the records of Mrs. Clin- 
ton's short but profitable career as a commodities 
trader. 

The inescapable conclusion is that this couple, 
early and late, suffered from a thematic insensitiv- 
ity to the normal rules of conflict of interest. At 
every turn of their financial life, the then-Govemor 
and First Lady of Arkansas were receiving finan- 
cial favors from individuals who had something to 
gain from having friends in high places. 

Consider the Whitewater case. The 230-acre 
development was supposed to be a 50-50 partnership 
between the two couples. To be clean politically, the 
deal had to be one of equal investment and equal 
risk. But from the moment that Jeff Gerth of The 
New York Times wrote the first Whitewater story 
in 1992, the Clinton campaign and later the White 
House press office dodged questions and withheld 
documents. 

The reason is clear. The Clintons put up $500 
initially and claimed losses of $43,635, most of it in 
payments on loans, by the time of the 1992 cam- 
paign. In contrast, the McDougals paid out $268,000 
and withdrew $175,800 for a loss of $92,200. Although 
the records are muddled, the McDougals apparent- 
ly paid dramatically larger amounts to support 
Whitewater than did their supposedly equal part- 
ners. the Clintons. 

Moreover, Mr. McDougal’s heaviest contribu- 
tions to the partnership came after he acquired 
Madison Guaranty, a savings and loan that was part 
of Mr. Clinton’s regulatory responsibility as Gover- 
nor. The disorder of Whitewater and Madison 
records is such that it is unknown whether the 
Clintons benefited from any fund transfers between 
Madison Guaranty and Whitewater Development, 
or whether Madison benefited from favorable treat- 
ment by Mr. Clinton’s regulators. That is a legal 
determination, but the political conclusion is clear. 
From the start of his governorship, Mr. Clinton was 
involved in potentially compromising financial en- 
tanglements. 


The same goes for Mrs. Clinton. On an initial 
investment of $1,000 she made S98.000 by trading in 
agricultural commodities while her husband was 
running for governor. Her principal adviser was 
James Blair, the lawyer for Tyson Industries: the 
broker he chose for her, Robert (Red) Bone, had 
once worked for Tyson and had been disciplined by 
regulators for not keeping good records on which 
accounts made money and which lost. Once Mr. 
Clinton was in office, Tyson received $9 million in 
state loans and very gentle treatment when it came 
to the water pollution associated with raising and 
cleaning chickens. 

The investigators are nowhere near the bottom 
of Whitewater. But we now have a a fairly clear idea 
of how it got started and what it is about. It started 
with a well-meaning young couple who seemed to 
have an extraordinary indifference to. or difficulty 
in understanding, the normal divisions between 
government and personal interests. Their conduct 
may not have been illegal, but it was reckless and 
politically unattractive. 

To deal with these seedy appearances. Clinton 
supporters are now engaged in what we have come i 
to recognize as The Arkansas Defense. A central ! 
argument is that while the Clintons’ dealings were 
not pretty, you cannot apply the standards of the 
outside world to Arkansas, where a thousand or so 
insiders run things in a loosey-goosey way that may 
look unethical or even illegal to outsiders. This logic 
holds that whatever the Clintons did was pennv-ante 
stuff that the Republicans and the press ought to be 
willing to overlook in service to the higher national 
interests. 

Certainly, there is a national interest in a viable 
Presidency and in swift progress on health care 
reform and other pressing issues. But the genius of 
the Federal system does not reside in importing to 
Washington the faults and idiosyncracies of the 
state capitals. 

The effort to keep a lid on the Clintons' personal 
and financial histones has led to the development of 
a distinctive Clinton style — to withhold cntical 
information and to respond furiously with attacks 
on the motives of critics. It is a viable campaign 
practice. But the clumsy efforts to silence Congres- 
sional critics and the possible White House interfer- 
ence with Federal agencies demonstrate that it is a 
dangerous way to govern. 
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Fed’s Conciliatory Gestures 
Fail to Mollify Rep. Gonzalez 


By CLAUDIA CUMMINS 

WASHINGTON — Federal 
Reserve officials may have 
shown a few signs of openness 
recently, but don’t expect that to 
appease their most outspoken 
critic. Henry B. Gonzalez. 

The chairman of the House 
Banking Committee has contin- 
ued to batter the Fed in recent 
weeks, with a torrent of caustic 
speeches on the House floor. 

He has attacked the central 
bank for everything from raising 
interest rates (“aiming its guns 
at its own citizens”) to unethi- 
cally cozying up to the banks it is 
supposed to regulate (“they're in 
bed together") to opposing plans 
to consolidate banking regula- 
tion (“insisting that it has an al- 
most divine right to retain its 
regulatory functions”). 

Tart Characterizations 

In his 18 floor speeches since 
Feb. 7. the Texas Democrat has 
characterized Fed officials as 
'arrogant.” their thinking as 
“narrow, insular and very often 
wrong,” and their institution as 
“a self-perpetuating society with 
good friends who help and pro- 
tect each other.” 

He has accused the Fed of 
“flagrant violations of the ethics 
that should be present in bank 
regulation, violations that 
would be illegal for any other 
regulator.” 

He has even said, "The Fed 
doesn’t just lobby - it feels free 
to lie.” 

His point? The Fed needs to 
be held more publicly account- 
able for its actions. He wants the 
central bank to shed a little more 
light on what it is doing and how 
it is making its monetary policy 
decisions. 

Fed Takes Notice 

A Federal Reserve spokesman 
declined to comment for this ar- 
ticle. While some at the central 
bank have derided some of Rep. 
Gonzalez’ earlier demands, the 
agency has certainly responded 
- by twice immediately disclos- 
ing a decision to push interest 
rates higher, bv agreeing to re- 
lease some mstorical records of 
monetary policy meetings, and 
by saying it will reconsider its 
policy ot releasing only sketchy 
minutes of policy debates. 

But apparently these actions 
have not been enough to satisfy 



Louiae ILnfft 


Rep. Henry B. Gonzalez 

Chairman. House 
Banking Committee 

Rep. Gonzalez. Don’t expea 
him to lay off the Fed any time 
soon, his aides say. In fact, they 
say the Fed’s recent actions may 
only fuel Rep. Gonzalez' zeal for 
public accountability. 

For example, they point to the 
Fed’s apparent willingness to 
make public its policy directives 
as soon as voted on but its un- 
willingness to commit itself to a 
formal future policy. 

“What that means is. we need 
a law." said one House aide. 
“And the fact that the Fed is do- 
ing it will make it easier for us. 
We have their implicit approval 
even though they wouldn’t ad- 
mit it” 

Rep. Gonzalez still wants the 
Fed to hand over to Congress 1 7 
years of records that Fed Chair- 
man Alan Greenspan acknowl- 
edged having only under badger- 
ing by the Texan. He still wants 
those records released to the 
public more immediately than 
the central bank has decided, 
and he still wants the Fed to re- 
lease full transcripts of all future 
meetings 60 days after they are 
held. 

And he’s still pushing his leg- 
islation. not surprisingly called 
“The Federal Reserve System 
Accountability Act.” In fact, 
aides say the congressman may 
even hold more hearings. 

Excerpts from Rep. Gonzalez' 
recent statements follow: 

On the Fed's decision to raise 
interest rates: In the old days, 
doctors used to bleed patients m 
order to bring them back to 
health. Unfortunately, more 
than a few patients have failed to 
respond to this therapy. 


This is a disturbing analogy 
with the Federal Reserve s cur- 
rent prescription for economic 
health — a policy of raising in- 
terest rates in order to slow 
down an already dragging econ- 
omy. Rather than resuscitating 
the patient, the doctors at the 
Fed are knocking the patient un- 
conscious. 

On the Fed’s ties to industry: 
Is this the picture of a firm, inde- 
pendent regulator? No. It is the 
portrait of a self-perpetuating 
society with good friends who 
help and protect each other. 

This incestuous relationship, 
which allows bankers to regulate 
themselves, causes flagrant vio- 
lations of the ethics that should 
be present in bank regulation, 
violations that would be illegal 
for any other regulator. 

On the Fed’s refusal to set a 
formal policy of immediately 
announcing interest-rate deci- 
sions: Are they putting the 
brakes on? Are they refilling the 
gas tank? Or are they lost with- 
out a map? No one knows, be- 
cause the real policy hasn’t been 
answered. 

With a decent public record, 
the markets would work better 
and we’d know for sure if the 
Fed is driving the economy over 
a cliff or actually has a road map 
n can read. 

On public accountability: It is 
long past time to put an end to 
the secrecy that allows the Fed- 
eral Reserve to escape account- 
ability. To do any less is to give 
the Fed license to pull the wool 
over the Congress’ eyes, some- 
thing the central bank is appar- 
ently willing to try if the facts are 
embarrassing to the Fed. 

On Fed secrecy: The reality is 
that by keeping its meetings se- 
cret, the Fed fancies itself as ap- 
pearing all-powerful and all- 
knowing Like the Wizard of Oz. 
the Fed tries to keep the curtains 
closed - to do otherwise would 
be to reveal that the person pull- 
ing the levers is a mere mortal 
after all. 

On vacancies at the Fed: The 
Fed’s narrow vision, its incestu- 
ous inbred government, makes 
it prone to arrogance and error 
The piace needs airing out. 

Today, there is an opportuni- 
ty to throw open at least one 
window of the Fed. by selecting 
someone other than the typical 
banker or banker s academic. I 
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OCCs Ombudsman: ! 
Use Appeals Process 


By BILL ATKINSON 

CHARLOTTE, N.C — Bank- 
ers should make more use of the 
Office of the Comptroller of the 
Currency’s appeals process, says 
Samuel P. Golden, the agency’s 
ombudsman 

In the seven months since Mr. 
Golden took office, IS appeals 
by national banks have been 
ruled on. Seven other bank* 
have contacted the ombudsman 
about possible appeals. 

“There are bankers that are 
still stewing,” he told executives 
attending a conference spon- 
sored by the North Carolina Al- 
liance of Community Financial 
Institutions in Charlotte on 
Tuesday. “There is still a fairly 
heavy degree of apprehension. 
That is what we want to dis- 
courage.” 

Willing to Make House Calls 

Mr. Golden said that of the IS 
rulings, 70% have been in favor 
of the institutions. 

Mr. Golden, an examiner for 
20 years before he took the job, 
even gave the group his phone 
number, encouraging its offi- 
cials to either call or have dis- 
gruntled bankers do so. 

He also said he would make 
house calls if matters can’t be 
settled over the phone. 

“Help me,” he said. “There 
are national banks that you 


know that are stewing over 
thing s ” 

The agency began encourag- 
ing bankers to air grievances af- 
ter many complained that exam- 
iners were too tough, and unfair, 
especially when they reviewed 
real estate credits. 

Under the agency’s appeal 
process, bankers can either com- 
plain in writing to the district 
head, or write directly to Mr. 


70% of the rulings 
during Samuel 
Golden’s tenure 


have favored hanks. 

Golden, who reviews all appeals 
in his Houston office. 

Mr. Golden said the process is 
simple, quick, and requires little 
paperwork. “I don’t want a stack 
of paper that a show dog has dif- 
ficulty jumping over,” he said. 

Mr. Golden told bankers that 
they can openly disagree with 
the agency without fear of retri- 
bution. 

“The most important part of 
communication is listening,” he 
said. “You can now take (your 
disagreements] to someone who i 
is totally independent” □ 


Councilman Guilty of Defrauding Dime 

BOSTON — A Cambridge. Mass., city councilman and real 
estate developer was convicted this week of a fraud scheme 
that cost Dime Savings Bank of New York $1.2 million. 

William H. Walsh was convicted of defrauding Dime Sav- 
ings by obtaining condominium mortgages through submis- 
sion of false information on loan documents. Many of the 
mortgage holders later defaulted, resulting in losses for the 
bank. 

As a result of this case. Dime has moved to convert various 
limited documentation and negauve amortization loans made 
in Connecticut and Massachusetts to more basic products. 

The loan program, known as the Borrower's Assistance Pro- 
gram. settles charges against the bank from the Attorney Gen- 
eral offices in Massachusetts and Connecticut. Dime main- 
tains that us lending practices in both states were legal and 
proper. 


/2Z9tf " 



4839 


American Banker 
March 31, 1994 


The Treasury 
Plans Reform 
Of Home Loan 
Bank System 

By ROBYN MEREDITH 

WASHINGTON — The Clin- 
ton administration is planning a 
major overhaul of the Federal 
Home Loan Bank system. 

The administration is “con- 
ducting a thorough review of the 
FHLBank system and will rec- 
ommend a complete legislative 
package for its reform,” Trea- 
sury under secretary Frank N. 
Newman wrote in a letter to 
Senate Banking Committee 
Chairman Donald W. Riegle Jr. 
of Michigan. 

The bank system, a govern- 
ment-sponsored enterprise that 
consists of 1 2 district banks with 
a combined $178 billion of as- 
sets, provides inexpensive loans 
to its member banks and thrifts. 
In return, the member institu- 
tions are required to buy stock in 
the system. 

SCBA Plana Own Proposal 

The thrift trade group. Sav- 
ings and Community Bankers of 
America, is preparing its own 
proposal for how the system 
should be reformed. President 
Paul A. Schosberg said Wednes- 
day that SCBA plans to finish ! 
drafting legislation by the end of 
next week. 

The administration will seek 
changes in the system's capital. 


regulatory, and membership re- 
quirements. Mr. Newman 
wrote. 

His letter, dated March 16, 
did not elaborate on those 
changes, but a forthcoming De- 
partment of Housing and Urban 
Development report on the sys- 
tem is expected to contain more 
details. 

A Treasury Dept, spokesman 
would not say what changes the 
administration plans, but said 
the HUD report “is in the clear- 
ance process right now, and they 
hope to get it out soon.” 

Mr. Schosberg said the ad- 
ministration's reform bill will 
likely be introduced in June or 
July, but SCBA does not expect 
Congress to pass legislation on 
the system this year. 

More Authority 

In its draft bill, the trade 
group will push for more author- 
ity to be transferred to the indi- 
vidual Home Loan Banks from 
the system’s Washington regula- 
tor, the Federal Housing Fi- 
nance Board. 

SCBA wants bank system 
members to be able to more di- 
rectly influence how much risk 
the system takes. 

“A large portion of the man- 
agement authority that has been 
concentrated in the Finance 
Board we would like to be re- 
turned to the district banks - to 
the stockholders,” Mr. Schos- 
berg said. 

The Finance Board's acting 
manag in g director, Rita I. Fair, 
said, “That trend has really al- 
ready started, and I would ex- 
pect it would continue.” 

SCBA will also press for sys- 
tem stock purchase require- 
ments to be the same for thrifts 
and banks, decreasing the 
amount of system stock thrifts 
must buy. 

Unlike commercial banks, 
credit unions, and insurance 
companies, most thrifts are re- 
quired to belong to the system. 

Mr. Schosberg said SCBA will 
call for membership in the sys- 
tem to be voluntary for thrifts. 

Broaden Orientation 

The administration will likely 
“broaden the traditional hous- 
ing orientation of the system." 


Mr. Schosberg said. 

The Home Loan Panics have 
indirectly supported govern- 
ment housing policy for decades 
by channeling Wall Street funds 
to thrifts around the country to 
encourage them to make more 
home loans. 

The system’s loans to member 
banks are not directly subsidized 
by the government. But because 
the system’s bonds carry an im- 
plicit government guarantee, 
banks and thrifts pay less inter- 



Frank N. Newman 

Treasury under secretary 


est when they borrow from the j 
system than they otherwise 
would. 

In 1989, Congress required 
the system to contribute $300 ! 
million of its profits annually to 
help pay the cost of the S&L 
cleanup and to earmark ai least 
$100 million to support housing 
and community investment 
programs. 

Expand Housing Goals 

The Clinton administration | 
will likely continue to expand 
the system's housing goals. The 
idea is to work more aggressive- 
ly with lenders to promote bous- 
ing for lower income people. 

“The bank system really 
hasn’t been looked at in a com- 
prehensive way for 60 years.” 
Mr. Schosberg said. The system 
was chartered by Congress in 
1932. 

The Finance Board’s Ms. Fair 
said, “It would be good to codify 
what the mission is and to find 
some way to make membership 
available on equal terms.” _ 
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tas of porting i 

— noTiwf by tte lt rl r of i 

bat rotter woo eooood by tte Navy's Collar* 
All obligated bol- to oomply with touting guidance. proctdorol 
•oooonta Involved In oar requirements, and mural control*. W# rec- 



Stpumbtr 9 decision vtra conctltd on Sep- 
umbtr 30. 1908. Tb# disbursement of any ob- 
Ugotlon ttet thoald bora bun. bat erro- 
ntoatly wu not. corrltd In tb# "M" ac- 
count# prior to conciliation will com# oat of 
current fund#. Tb# only #ff#ct of oar decision 
derives from tb# foct ttet cborg## to current 
appropriation# for obligation# of conc#l#d 
m«rr#d bolonc## or# llmiud to tb# unobli- 
gated balances of tb# original appro pnoUon 
account available for tte aam# parpo##. Na- 
tional D#f#no# Authorisation Act for fiscal 
year 1991. Pub. L. No. 101-510. 104 Stot. 1610. 
f 1406(b)(7) (1990) (codlfl#d at 31 U.8.C. « 1SA1 
not#). Consequently. In order to know bow 
much current authority 1# available to cover 
old obligations, there n##ds to be an accu- 
rate rendering of tb# balance# in tb# old ao- 
counta 

w# understand that tb# Department of tb# 
Army doe# not intend to submit its request 
for correction of tb* alleged 5130 million cer- 
tification error In Its year -end report. With 
regard to the Department of tb# Air Faro# 
errors that yoa mention In hour letter, to 
dau the Air Pore# ha# not eubmltted s re- 
quest for correction to Treasury. Addition- 
ally. under Treasury # propossd instructions 
implementing our decision, agencies will be 
allowed to request correction of mlaukes in 
tb* account# canoe led on September 30 on 
only on* occasion. Treasury would require 
agencies to submit their request* for oorreo- 
tlon by May 1. 1994. and to provide convinc- 
ing- evidence of tte clerloal error. Slnoe. as 
w* tinted in our decision, tte typ* of cltrtod 
errors that Treasury can oorreot should type- 
colly manifest theme* Wee soon after tte oo- 
count la closed, wu hare informally sug- 
gested to Treasury staff that I months may 
be longer than necessary to allow for tte 
correction of obvious erro r s. 

We there your oonoem about tte Collar* of 


ommended ttet the Assistant Secretary of 
tte Navy (Ptnanctal Management) enforce 
existing regulations and procedures which 
require tb* proper resolution of this prob- 
lem.' 

We think the Department's Chief Financial 
Officer must take the appropriate ate pa to 
address DOD'a failure to record its obliga- 
tion# and expenditures and that otter prob- 
lems w* all know exist. In this regard, con- 
tinued oversight by tte Congress and tbs 
audit community is tb* more effective re- 
sponse. 

W* trust that you will find this informa- 
tion useful. 

Sincerely yours. 

Milton j. socolax. 

Special Auistant to the Comptroller General. 

Mr. GRASSLEY Madam President, 
my questions td Mr. Bowsber were as 
follows: What waa the legal authority 
for the decltlon to open the M oc- 
counta? And. second, how long will the 
Department of Defense have access to 
the M accounts beyond the statutory 
deadline already passed as of Septem- 
ber 30. 1993? Last, what kind of reme- 
dial legislation Is needed to address 
these Issues in the future If. as I stated, 
the 1990 law that rives the Department 
of Defense authority to come to Con- 
gress, if there has been a clerical e r ror, 
does not fill the needs of the Depart- 
ment gf Defense? 

T did receive an answer to that letter 
on December 23. 1993. The letters from 
Mr. Bowsher and Mr. Socolar did not 
help to bring the Issue into sharper 
focus. What Is the legal authority for 


budget authority; absolutely new budg- 
et authority without a bill passing 
Congress because the old budget au- 
thority was canceled by Congress. 

So, Madam President. Mr. Bowsher Is 
creating- more budget authority. I 
think Mr. Bowsher made a bad deci- 
sion. Unless Mr. Bowsher is able to 
Identify a solid legal foundation to sup- 
port his dsclslon. he should withdraw 
the authority to reopen the M ac- 
counts. And If we do not get this set- 
tled with a mors Justified approach by 
the Comptroller General. I hope we m 
this body for future clerical errors, 
whether they are S130 million clerical 
errors, more or lees, that w# will reject 
them as we rejected such a request 
that was mad* under the 1990 law to 
the Congress of the United States, be- 
cause anything short of doing that is 
juat simply, through the back door, 
giving the Department of Defense the 
authority to spend hundreds of mil- 
lions of dollars of more money. 

I yield the floor. 


MORNING BUSINESS 
Mr. KERRY. Madam President. I ask 
unanimous consent that the Senate 
now be in a period for morning busi- 
ness. with Senators permitted to speak 
therein for up to 10 minutes each. 

Mr. D’AMATO addressed the Chair. 
The PRESIDING OFFICER (Mr. 
Mathxws). The Senator from New 
York. 


CONSIDERATION OF PUBLIC AND 
REGULATORY POUCY-MADISON 
GUARANTY 

Mr. D’AMATO. Mr. President, today 
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Financial Manager* Financial Integrity-, 


Act. 31 U.S.C. 13913. 

Officer# Act. 31 U.AjO. (Ml es sgq« 
are required to establish systems ad Is Tarns I 
accounting 

which provide management with 



allowing tte- Department of Defense to 
draw oa aocount bsdano#* that have 
beam canceled by las#? Both Mr. 
Bn water and MP. Socolar go to greet 
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Madam President, that Is Oat wrong- 
All of the fuse and all of the maaeo ver- 
lng telle me that money In indeed the 
tasae. More money is at stake. The X13t 
million sought by the Army, that was a 
misplaced decimal, a clortcal error, has 
been' canceled by Iaw( It is gone. It Is 
oasuranc# that ob ligat i o ns are la oompllsntaa wiped off the boolB. Bat in MM 


with applicant# laws, and 
penditures or# jyegerly accounted fbr and re- 
corded to Madt tte preparation of jaoouhln 
and reliable flte—ial reports. 

We think tte statute* ore clear with re» 
ford to tte requirement fbr tte pregss re- 
cording 0 1 obligations and #ip#ndlTeres 
what w# think aeeds iwis nTewenis Is the 
execution of tte requirement of tteen sCsfc 
ate*. Tb* reports cited In our rtorUKin point 
out tte failure of DOD’s aoooanOng tyxtnme 
to meet these etatutory requirement*. Pot 
example, on* of tte reports found thpt the 


million more that ’ 
printed by Congress 
Now Mr. Bowdber has dredge d up an 
oheeuro legal gimmick 60 reauthorlae 

that xno mllljoh In the Army budget- __ 

authority that waa canceled by law. IT twored. a review of tb# limited information 


man Rhols. a letter which I am not 
only going to read, but ask It be print- 
ed in the Rnoono. 

I aek unanimous consent that that 
letter be printed in the Rxoono. 

There being no objection, the letter 
wen. ordered to be printed In the 
RxooitP, a a follows: 

U S. So* ATX. 

Waahtngton, DC. Jamiarg it. /99V. 


Urtm AffOtn. US. Senate. WnilleaMa. 

DC. 

Dl#n Mn. CkAAMan. Notwithstanding tte 
reeeet appatnement of a special counsel to 
Investigate potential criminal wrongdoing in 
cangfetloa wttb Madison Guaranty, a failed 
saving* sad loon, tb# constitutional respon- 
sibility of Congress to oonalder tb* serious 
at public and regulatory policy 
itroverxy remains. 

Senator D Amato requested 
with re#p#ot to this Issue. 
In tte Intervening time, numerous question# 
the* Call within oar Committee's legislative 
sad oversight Jurisdiction have gone 1 


that happens, thou we are talking new 


8 publicly available indicate# a variety 
cf.gsnaea* tens# that command tb* Com- 
mlts#e*B attention. W# beteve that tb# 
ten kin* Commltt## would b# derelict in It# 
duty If It does not address important issues. 
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January 28, 1994 



Met? m Oetobar HSR but to 
up Wtth A otvU prooaa diet? Will tha OTOj 
complata any ourruot lavas flgstioos prior (of 


soon aa February *. It appease < 
possible that little. If anything. 


the axpUrsttae of tbs ita(at« of limltstloosA being done to protect the taxpayers 
*"“**■ “ aod to punish tho wrongdoers, or brl&f 


tolckly %M affectively M -i 
Lhat tho Madlaou boU-VC 
i m llttlo to pooslUof ^ 


Did tho RTC act u quickly 

M POSSlbM to 

out ooot tho t 
Did tho principal aharoboldora or offloon 
of Mad looa dlroo« Mad loop rooourooo Into 
othar bualaeoa rauturoa la which thoy woro 
Involved? 

What cauoad tho break-down of tho FDlC*a 
procoduroo for detecting and addressi n g «*• 
fllcts-oMnterest whoa tho Rooo Law firm 
wao rotaiaod to ouo ma and Oo.T 
Why did tho PDKJ acno to aottlo Its WO 
mill loo caao against Ptoot aod Op. for SI mil- 
lion. aa amount that la allegedly looo than 
tho limit of tho firm's malpractlco laauranoo 
coverage? 

This Oommlttoo hao a solid and proud 
rooord of ■ddrooolny ooaoonu routine to tho 
oafoty and saanSasm of inooiud dopooltocy 
institutions. Wo bollort tho Oommlttoo haa 
tho doty to fevlew thoroughly thooo and 
othar relevant taoueo and to obtain informa- 
tion that will bo acetal ae tho Commlttoo 
contlnuea to conaldor new Isglslnttve initia- 
tives and to improve tho existing legislative 
framework to ensure tho proteettoa of do* 
poeiton and taxpayers. 


a tho light of this, puranant to Rule 7L3 of being done. 


< about a recovery of taxpayers money. 

L Dortbff thla critical period, valuable 
time haa been loot, end thla muat atop. 
Mr. Preeldent. the clock la tlcklnf. The 
statute of limitations Is running out. 
And Z bars to suggest to you that this 
Is a covorup by the RTC. which delib- 
erately refueee to tell ue when the stat- 
ute of limitations la running out. 

Now, they have had this matter for e 
number of years. There haa been In- 
tense Interest end scrutiny, end If their 
attorneys are doing anything. I cannot 
believe that they could not toll us 
within the lest 3 weeks when the stat- 
ute of limitations on civil liability 
rune out. And whoa they ignore the 
statute of limitations, justice la de- 
nied. Indeed. If It la Pebruary at, we 
have e right to know. If it la March, we 
have a right to know. If it Is August, 
wo have e right to know. We else have 
e right to know what. If anything. Is 


If X any inter** a 
here. That le n very ample, 
forthright r e quest. We do not get any 
aaswere from the RTC. Certainly the 
Congress of the United States has an 
obligation to ascertain this kind of in- 
formation. The letter goes on: 

How u it that ttaa RTC was able to prepare 
criminal r a ft e r a le as early as October IMS 
but la unable to follow-up with o civil pro* 


tho Standing Balm of tha Sonata, wo request 
that you o era a special msotlag of tho 


Urban Aflkiiu to enafate tha 
to oonsldor appropr i ate Oommlttoo notice m 
'connection with Madison. Wo believe tho 
Committee must exorcise its jurisdiction and 
otsmleo tho clrcuxnstsaooe and events sur- 



william Bora. 
ALPOKSn D’Amatcx 


Laoch PantCLora. 


That brings me to the other 
for hie statement. The Rapt 
members of the Banking Committee 
wrote a letter to 

Once before. I requested that the Bank- 
ing Committee osnduct heeringe. New. 
slnoe I made that request, 1 1 
out apodal counsel bee been appointed, 
bah special oonaeel le going to look 
only late criminal matters.. Possible 
dvll setae aa that would toll the eta* 
ate la not a mortar- that the spaniel 
oouaoal la reviewing. It the RTC cam 
tlnnes to oeadaot ltaelfasit bee. what 
wo ere. going «e free le a attunttsw 
where the atataSe of limitation haa ran 
Mr. D’AWATO. Mr. President, before ouR- thsre has beam ne>nttemph be beH 
I teQ you why the eight Republlenne on the- statute- by way of- « volunteer 
the Banking Committee took this s w- a greem en ts The people ere going ta be 
traordlnary action. I would Ukt to die*, denied the tret* end- fpeyers me 
cose another lame pertaining to M edt> gatnp be ho denied the ability to re- 
son Guaranty. oovar any manage to whisk thoy aright 

We have on two prevloue occasions, be sail tied, ft was that whiah prompt- 
January 11 and January ft roaaestad od all si the r " 
that tho RTC— that le the body raspon* Ucan aide to Join in this Is 
slble for any civil tevsettpirton fall 
us when the statute of llm1tatl< 
plreo on civil actions 
end we have received nothing 
shocking delays and still no affietal re- 
sponse to our request for this basin 1* 
formation. 

t — The flist letter was dated January 11; 
the last one January JA My staff has 
been in nonstent contact end. li 
we were promised n rasi 
As of this afternoo n , we stm have no 
response from the RTC. We still hews 
not learned whan the statute of limits- 


Mr. President, again. I would men- 
tion, that Is a rather shocking situa- 
tion. Criminally, they have moved 
ahead, but aa it relates to the civil co- 
tton, thoy cannot even toll us when the 
statute of limitations runs out. They 
tell sty staff oa the telephone that It 
may be Pebruary ft. They tell us that 
they are going to answer in writing but 
we have no answer. The letter goes on 
further 

Will the RTC nnmplirs any currant lnvee- 
tl g aao a e prior te the aspiration of chaos 
statu Mo of UmlMUoaa oea month from now? 

Did the BTC set as quickly and tffoctlvuly 
ss poarible te i—u r i that tbt Madison bail- 
out oust tho taxpayers as little as possiblaT 
If I may Interject 
. that le well within the 
purview of the Congress of the United 
States and the Banking Committee to 
ascertain. Should we welt until the 
of limits Hons rune out end 
than have n moot end academic quae* 
torn? le that whet this le about? Does 
like an RTC covernpt I 
ft In. Let me continue with the 

letterr 


Dtd the principal shareholders or offloan 



u 

a 

w 

e 

fi 



shocking inaction. Now we learn- and 
we were toM tide ealy by Mwhom 
eadlt wee supposedly going to be oon- eetytftt 
firmed by n letter to un the day before such an 


Why did the me agree to settle us rid 
mflllan sees against Frost aod Co. for Si sslL 
lion. aa easouot that le eUassdly lass thee 
ths limit of the firm’s melpreetlos insuienos 
met 

. President, again I believe that 
mar, and aa a n swer 
i statute of limit*- 

Mr. President, I would point out that 
the clock in ticking* Awe there ere 
those who. It appears to me, would like 
that aleck tottoh eight on peat and the 
Amnrteea people he ladled to eloep end 
the Oengr— be be betted to sloop. Mr. 
Pr esi den t, the M et e r s an ttnuer 
This Committee the a solid tod proed 
record of adfosmtag oonoems rsletmgto the 
misty ter eouadmes of insured dsposttory 
Metltmicsn Ws MdW the. Commutes hss 
the duty to renew thoroughly those tad 
other rslevaet isms and to obtain informa- 
tion that wQ be usetal ts the Coimnlitse 
te mwxldsr now laglalttlve lalde- 
Mtmnrovv the sxtatteg legislative 
the protaction of da- 

i Persia MS of tha 
of the Senate. we raquaat 
e medal meeting of tha 
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The Utter la signed b y mjMlf a a 
ranking member. Senator G*amm, ssn- 


Paibcloth. Senator Bsorarr, Senator 
Ron. and Senator Dombocl 

Mr. President. let me conclude by 
saying that this matter la not tolnf to 
go away. Let me say that the clock la 
ticking. Here we are, the end of Janu- 
ary. and we are talking about poaalbly 
21 days remaining to find out the an- 
swers to theee perplexing problem*. We 
understand why it la and how it la that 
aome may be afraid to take up thla 
question. but I have to tell you that we 
hare a reeponalMllty of seeking the 
truth. Thla Senator, nor any of my col- 
leagues who Joined In thla letter, make 
no chargee of wrongdoing, but X do sug- 
gest that the RTC has an obligation to 
be responsive not only to the Congress 
but to the people of the United States. 
We are talking about a situation where 
an Institution has been bilked of mil- 
lions and millions of dollars, and I say 
bilked beoause we And people who bor* 
rowed huge sums of money but who 
paid back little or none of It. 

We have a situation where the stat- 
ute of limitations la running out, and 
sa of February M, If the BTC la correct 
In their telephone conversations with 
me. The statute may bring to sa end 
any ability to pursue claims that the 
American t wpay w may Justifiably 
have. The the RTC hides thla in the 
shroud that the statute baa run. That 
la not good enough. I hope that tMa 
body will not be a party tu the RTCs 
•Uenoe by our aoquleeoeooe to what 
•seme at the present time to be an RTC 
ooverup. The American people are enti- 
tled to the truth. 

Mr. President, I yield the floor. 

Mr. NICKLB9. Mr. President I wish 
to compliment my Mead aad colleague 
from New Tork for hie statement ta 
this matter. I happen to oonour with, 
bis statement on tbla lasae. 

I would also like to oompl lment 8e*- 

some of the concern* that- are needed 
to be expressed by this body. 


STATEMENT OP SENATOR HATCH 
REGARDING HXS 8HN8MP-THB- 
SENATE RESOLUTION ON &BO- 
oourrioN op Israel 
A t the request of Senator D* Amato, 
the following statement, and a 


to be printed In the Rnooan: 

• Mr. HATCH. Mr. Preal 

amendment la simple and straight- 
forward. It urgea the Department of 
‘ request that reolptente of 


III 

oataiyst for action. 

Israel has existed stnoe May 1NR yet 
« countries have foiled to reoegrtse 
her legitimate right to exist. Of this 
number. 32 countries receive some form 
of sentence from the United States. 
Theee states are shown on the nfop. It 
Is lmpsratlve that theea countries la 
particular understand the Importance 
that the United States attaches to its 
relationship with Israel. 

In foot, It is time that th e inter- 
national community treat Israel with 
the respect It deserves. Israel bee ex- 
isted for almost 46 yean aad la the 
most willing partner la the pesos proc- 
ess. It should be commended rather 
than condemned and Ignored by mem- 
ben of the International community. 

In 1962 alone, China aad India both 
reoognised Israel. I should point out 
that I am pleased that Madagascar, 
which is on this map, decided to estab- 
lish diplomatic ties with Israel begin- 
ning yesterday. Unfortunately, a large 
number of states have foiled to follow 
their lead. 

During the past 2 years, I have per- 
sonally seat lettan with a number of 
my colleagues to the leaden of Indo- 
nesia. Pakistan. ^ m. 

questing them to recognise formeL I 
have appealed personally to ambea- 
aadors of theee countries. It Is hard for 
me to understand how the PLO can 
enter into negotiations with formal and 
yet theee countries refuse to establish 
ties with Israel. 

I. do not understand why. Indonesia, 
the' largest Moslem country in the 
world, is unable to establish diplomatic 
reihtlene with Israel. I do not under- 
stand why Pakistan la unable to do so. 

I do not understand precisely why Baa-, 
gladeeh, which has received substantial 
American aid during a series of natural 
dfoastem denis* one of our most im- 
portant *Utes the moet basic and ttn- 
dameotal right aooordad to a state. 

I do not und e r s t and why Kuwait— a 
codntry that the United Stated helped 
Hbnrate from Iraqi aggression— has not 
recognised Israel. While Kuwait doaa 
not receive direct American aid at this 
. it was the most direct bene- 
ficiary of the Persian Oulfwsr. . 

Most Important. I do not understand 
why the State Department la not doing 
more la this area. The United States 
win provide over SS29 mllUea to 31 of 
theee countries that do not recognise 
format I believe that every UJS. Imfia* 
aador In such a country should be re- 
quired to jal as this la^oe with the host 

TBSwttat wfr ttw^ wUl 'these 


S361 

» to be e leader la 
i sad the only 


see the first oooatty to aoootd d* focto ceo- 
ogBittoa to Israel; 

Wherme after ever 4S yearn of ladspsad- 
•bos Israel is rsoognlasd only by IS oosa- 


fslsuoas qua Iwmel. Including Sthslool- 
leeUvtly receive is n M over Ml aUllloo la 
O.S. foreign ustouace; 

Wberess Chins end India rsoo gn lasd tbs 
state of breel la Mt 

Wberess Israel is a legitimate state sad 
sovereign maty that dese rve s tote sccordsd 
diplomatic reoognitloa by aetebsie of 


Whereas the foUowlag states will reoatve 
direct and indirect U.8. foreign stiranrc 
this year and have foiled to raoognlae fond: 
Afghanistan; Algeria; Bahrain: 

Botswana; Burundi; Capa Verde; chad; 
Djibouti; Ghana; Guinea; Guinea-Bissau; In- 
donesia; Jordan; Laos; Lebanon: Madagascar 
Maldives; Mauritania; Moreooo; Namibia; 


Somalia; Sri Lanka; Tansaaia; TUnS* 
Uganda; aad Yemen. 

ff sss fo s d; It to the sense of the Senate that 
the Secretary of State should make the tome 
of fond’s diploma tie status a priority and 
urge countrtaa that receive Amorlean eld to 
immediately establish foil diplomatic tela- 


Mr. NICKLES add r essed the Chair. 
The PRESIDING OFFICER. The Sen- 
ator from Oklahoma [Mr. Nicxlss] la 


I MPORTA NT ISSUES RAISED BY 
WHTTEWATER INVESTIGATION 
. Mr. NICKLES. Mr. Preeldent, I dee 
today concerning a matter known as 
Whitewater— a 230-acre development In 
the Onrk Mountains of Arkansas that 
was partially owned by Bill aad Hillary 
Clinton from 1979 until Just after his 
election as President. 

They sold their interest to James 
McDnugal. their partner in Whitewater 
aad former owner of Madison Guar- 
anty, a foiled savings and loan Institu- 
tion. sad thsy reported a *1.000 capital 
gaina on their 1962 tax return* But 
since November, there has been intense 
media- co ve ra ge of the web of t 




Let me state at the outset that the 
botfo directly aad through 
have repeatedly denied 
j. And I £ope for their 
sak* and for the sake of the Preel- 
and our Natkm. that they are 



reputations for 
and credibility, including the 
New York Times. WBUStreet Journal. 





4845 



RISOtUTION TRUST CORPORATION 


CLIP SHEET 


Mr. J. Ryan 

Deputy CEO 

Km. 1001 


Monday April 4, 1994 


Selected News Articles 

Fiske Is Seen 
Verifying Foster 
Killed Himself 
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The Wall Street Journal 


Special Counsel Appears 
To Be Widening Scope 
Of Inquiries in Arkansas 


By Ellen Joan Pollock 

Staff Repo rter of Tiik W*u smerr Jiu hnai 

LITTLE ROCK. Ark. - Investigators 
looking into the Whitewater affair are 
expected to release a report this month 
declaring the death of White House aide 
Vincent Foster a suicide, according to 
lawyers familiar with the inquiry. 

The report, to be released by Special 
Counsel Robert Fiske. would largely con- 
firm earlier findings by the U.S. Park 
Police, the lawyers said. Mr. Foster’s body 
was found in a federal park in Virginia in 
July. 

As the Foster part of the investigation 
winds to a dose, the special counsel ap- 


Md Hate’s CrwMty 

D«vU Hal* im tb» only pfayvr in the 
Whitewater affair to wake a apadfle i , 
a ll e g ati on of wro ngdoing by Pmidant 
CHntoo. Bat hia cradibiUtv aa a witaooa | I 

■ay prove alia. Legal Boat. pagoBI. 

pears to be broadening the scope of his 
inquiries in Little Rock. In a wave of 
subpoenas issued last month. Mr. Fiske 


However, much of the investigation 
does involve the president, and Mr. Fiske 
is already delving into many facets of the 
affair. For example, he is investigating 
allegations that money from Madison 
accounts was used to pay off a S50.000 loan 
Mr. Clinton obtained from Bank of Cherry 
Valley. (Ark.1. to help finance his 1984 
gubernatorial campaign. In his subpoenas. 
Mr. Fiske is seeking information about the 
bank: Mr. Clinton s former chief of staff. 
Betsey Wright: and Charles Peacock, a 
Madison director and borrower. A check 
contributed to Mr. Clinton’s campaign 
bore the name of Mr. Peacock's son. 
who denied making such a contribution. 

The Washington Post reported Sat- 
urday that investigators for the Resolution 
Trust Corp. named the 1984 Clinton cam- 
paign as a suspect in a criminal inquiry 
into Madison Guaranty. One of the RTC’s 
criminal referrals, which have been sent to 
Mr. Fiske. sought further investigation 
into whether Madison funds were diverted 
to the campaign with the knowledge of 
campaign officials, the newspaper re- 
ported. 

As part of the overall inquiry. Mr. Fiske 
is seeking information about Mr. Jones, 
the Cowboys owner, and Sheffield Nelson, 
a candidate for governor of Arkansas. 
They invested in a failed Madison real- 
estate venture on Canada's CampobeUo 
island that contributed to the thrift’s 
collapse. Madison bought out the two 
investors’ 25 r* stake for $725,000 In 1988. a 
year before the thrift failed. 

In addition. Mr. Nelson’s opponent in 
the gubernatorial race. Gov. Tucker, is 
under investigation. At least six busi- 
nesses in which he had an interest are 
listed on Mr. Fiske's subpoenas. Mr. 
Tucker did business with Madison owner 


asked about almost 2S0 people, companies | James McDougal and former municipal 
and properties, including Arkansas Gov. 


Jim Guy Tucker and Dallas Cowboys 
owner Jerry Jones. 

Roderick Lankier, who is leading the 
Poster investigation for Mr. Fiske. de- 
clined to comment on the interim report's 


Judge David Hale, who has said Mr. 
Clinton pressured him to make a loan to 
Susan McDougal. a partner in Whitewa- 
ter. 

Mr. Fiske’s subpoenas are making pop- 


contents except to say that he was unsure I ular reading in Little Rock. Many people 


whether it would also deal with allegations 
that White House aides, including former 
White House Counsel Bernard Nussbaum. 
impeded the park police's investigation. 
Mr. Lankier did say he hoped to release the 
report in mid-April. 

Stop to Speculation 

Mr. Fiske's staff have been eager to put 
a stop to speculation that Mr. Foster was 
murdered or that his body was moved after 
his death, according to people familiar 
with the Fiske investigation. 

In the broader investigation, targets m 
Mr. Fiske s prooe and their lawyers said 
that he appears to be looking into aspects 
of Madison Guaranty Savings & Loan that 
have nothing to do with the Clintons 
investment in Whitewater Development 
Co. "Anything that smells of impropriety. 

I he's | not going to turn tus back on. ' said 
one person who has received a subpoena. 
"U he finas out something, he s going tu 
nail somebody. 


listed apparently have only minor ties to 
Madison. Mark Abernathy, an owner of 
Juanita's, a Mexican restaurant, thinks he 
made the list because Madison extended 
him a S350.000 loan. IBs mother, who 
co-signed the loan, is on the list. too. Mr. 
Abernathy said he met Mr. McDougal 
once, although he and other Madison 
staffers frequently dined at Juanita’s. 
"I'm sure that 90% of the people on that list 
don’t know why they're on it except that 
they did business at Madison." Mr. Aber- 

nathv said. 

Dick Holbert. who runs a charter a:r 
service, thought it would take months u- 
comply with his subpoena because so 
many of his customers were on the list, it 
turned out that Mr. Fiske was interested 
onlv in Mr. McDougal s sale of an airplane 
to Mr. Holbert. who resold it the same day 
to Seth Ward, a Madison consultant. The 
RTC has said that transactions involving 
Mr. Ward contributed to the failure of 


Madison. Mr. Holbert said that Mr. Ward 
came to me with the deal. Seth is a good , 

fJ.T?* 1 a " a,rport 

sioner. so I just did it" 

tho^hM m m !! re mvsteri(MJ s names on : 
55*2 She works at 
Ptilasta Bank & Trust Co., where Mr. Ha le 

| and other well-known Little Rock citizens 

1 sk2S*42l2 wh ?„ she made lhe l,st - 
mS rep,,ed - 1 d kind of like 10 know 
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The Wail Street Journal 
April 4, 1994 

Hale’s Past May Harm Credibility 
As Accuser in Whitewater Inquiry 



By Ellen Juan Pollock 

>»«f » Reporter at THE W AU- STREET JOURNAL 

LITTLE ROCK. Ark. - Former mumci 
pal judge David Hale is the only player in 
the Whitewater affair to make a specific 
allegation of wrongdoing by President 
Clinton. But his credibility as a witness 
may prove slim. 

Mr. Hale recently pleaded guilty to two 
financial fraud charges, and his sentenc 
ing was postponed 
for at least 120 days 
to allow him to tell 
his story to special 
counsel Robert 
Fiske and a special 
grand jury looking 
into the Whitewater 
affair. Mr Hale 
says the president 
pressured him to 
make a S300.000 government-sponsored 
loan to a firm owned by Susan McDougal. a 
Whitewater partner. Lawyers involved in 
the matter say that some of that money 
ended up in Whitewater Development 
Corp.. in which the Clintons had a stake. 

Whether Mr. Hale can convince a 
grand jury that his story is true will 
depend on whether Mr. Fiske comes up 
with solid corroborating evidence. Even 
Mr. Hale has admitted that he has no proof 
of President Clinton's pressure. And felons 
who promise information in exchange for 
the possibility of a lighter sentence are al- 
ways suspect as witnesses. 

‘In desperation he has had to point 
fingers in other directions and create a 
commotion in order to buy himself a 
lighter sentence.” says John Haley, a 
lawyer for Arkansas Gov. Jim Guy Tucker, 
who received loans from Mr. Hale. "Under 
the pressure that he's under. I don't think 
that anything he says is capable of be- 
lief." 

Mr. Hale has a long history of dealings 
in which his trustworthiness has been 
questioned. 

Even his former attorney. Rogers 
Cockrill. questions Mr. Hale's credibility. 

Mr. Cockrill. who 
worked on loan doc- 
umentation for Mr. 
Hale in the late 
1970s. says he quit 
representing him 
after becoming con- 
vinced he couldn't 
rely on what he said 
at all times." 

Mr. Fiske him- 
self is delving into 
other questionable 
deals by Mr. Hale. 
The special counsel 
recently subpoe- 
naed documents for a convoluted real- 
estate transaction orchestrated by Mr. 
Hale in 1986. 

The deal appears to have been meant to 
benefit Arkansas Gov. Tucker and former 
governor Frank White, who had reap- 
pointed Mr. Hale to his municipal judge- 
ship in 19SI. Mr. Tucker had guaranteed a 
mend s mortgage on a Little Rock house, 
according to Mr. Haley, the lawyer for Mr 
Tucker. The inend defaulted and Mr. Hale 
eventually took title to the house and 
arranged for its sale so Mr. Tucker could 
recoup the S131.000 that he lost. 



me nouse was then sold to a firm 
partly owned by municipal judge Wil 
ham Watt. Mr. Hale's firm loaned Mr. 
Watt's firm S10.000 to cover closing costs, 
according to Mr. Watt, who says Mr. Hale 
also directed that S2.000 left over be do- 
nated to Mr. White, who was waging an 
ultimately unsuccessful gubernatorial 
campaign against Mr. Clinton. Mr. White 
says he knew nothing about the donation, 
which was made under the names of 
two undisclosed individuals. 

Mr. Hale is also under investigation by 
Arkansas s insurance department, which 
wants to know why S150.000 is missing 
from a failed insurance company he 
owned. The money was invested in the 
company last year, after regulators found 
it was insolvent. The cash apparently 
went nght back out." says commissioner 
Lee Douglass. 

Mr. Hale pleaded guilty last month to 
defrauding the Small Business Adminis- 
tration out of S900.000 in financing for his 
firm. Capital Management Services, which 
was licensed to make loans to businesses 
owned by disadvantaged individuals. Mr. 
Fiske alleged that Mr. Hale funneled $800. 
000 in borrowed funds through CMS to 
make it appear that the firm was finan- 
cially sound and eligible for additional SBA 
financing.' 

A recent General Accounting Office 
study found that Mr. Hale made loans to 
people of "questionable eligibility," In- 
cluding Ms. McDougal. In a separate 1990 
audit, the SBA chastised Mr. Hale's firm 
for making a S137.500 loan to a firm owned 
by Harry Townsend, even though he did 
not appear to be disadvantaged. Mr. 
Townsend loaned Mr. Hale the money 
that allegedly was used to make it appear 
that CMS was healthy. Mr. Townsend has 
denied any wrongdoing. 

The GAO report also found that 13 
of the 57 firms that CMS financed were 
"secretly controlled" by Mr. Hale. For 
example. Mr. Hale apparently used a 
disadvantaged businessman as "a front" : 
to borrow money for Retail Liquidator*, a 
company he covertly owned, according to 
the GAO. He also loaned $350,000 to Little 
Rock Clothiers, a company in which he had 
"a hidden interest." according to the re- 
port. 

Randy Coleman. Mr. Hale s attorney, 
says that he doesn't think all of the allega- 
tions in the GAO report are correct, but he 
says that his client has admitted to making 
loans to ineligible recipients. He notes that 
some defendants who plead guilty "turn 
out to be very good witnesses." 

In the meantime. President Clinton and 


David Hale 


his associates not only deny pressuring 
Mr. Hale to make the loan to Ms. McDou- 
gal. they also deny that the president had 
any ties to the .former judge. Says then- 

Wn^f CI ‘H! 0n S chief 0f staff ' ***& 
Da"S Hale " neVer had anvth,n * t0 60 
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Trustee for Southeast 
Seeks to Distribute 
Bank Assetsto Holders ! 


By a Wall Strkrt Journal Staff Reporter 

MIAMI - The trustee for the estate of 
Southeast Banting Corp. under Chapter 7 
bankruptcy-law proceedings, said he is 
negotiating with the Federal Deposit In- . 
surance Corp. for the possible distribution 
I of some of the bank holding company s 
i assets to its shareholders and bond- 
holders. 

The FDIC. which became receiver for 
Southeast after the bank was declared 
insolvent in 1991. acknowledged last Week . 
that the company's liquidation has pro- j 
disced a surplus of nearly S28 million. ! 
AU creditors with valid claims against the j 
Southeast receivership will regain their 
principal, according to the FDIC. and may 
receive a portion of the interest on those 
claims. 

Generating a surplus from a failed 
bank is rare because banks typically are 
seized precisely because they are judged 
insolvent. An FDIC spokeswoman attrib- 
uted the unusual surplus to changing eco- 
nomic conditions. In a prepared statement, 
the FDIC said it is "re-evaluating certain 
aspects" of the transaction to determine 
whether it can make additional distribu- 
tions to creditors or shareholders. 

Upon Southeast's closure three years 
ago. most of the assets of its two subsidiar- 
, les. Southeast Bank N.A. and Southeast 
I Bank of West Florida, were sold to First 
Union Corp.. based in Charlotte. N.C. Still 
at issue, however, is the apportionment of 
such assets as S150 million in subordinated 
notes from Southeast Bank N.A.. real- 
estate properties in Florida and Texas, 
various securities and some 4.000 works of 


modem art. according to Mark D. Bloom. 
..uomey tor tne trustee. 

In a lawsuit idea Jan. '.s in I'.S. Distru - . 
Court here. William A. Brandt Jr., trustee 
for the Southeast estate, asked to assume 
responsibility for the liquidation of as- 
sets. 
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Spring Recess Gauges 
Depths of Whitewater 


Constituents Say Issue Is Overblown 


By Dan Bab 


RACINE. Wis.— Rep. Peter 
Barca (D-Wis.) had just finished 
apeaking to a government class 
at Racine Horeiick High School 
and was beading toward his next 
ap poi ntm ent when teacher Gary 
Suo pulled him aside to send a 

"I think BiQ Clinton is doing 
one helluva job and he deserves 
our su pport," said Suo. "He's tak- 
ing on the tough issues and I def- 
initely think he’s getting a bum 
rap (on Whitewater]. I think the 
press... is doing a terrible job 
of covering it" 

As Barca listened. Suo com- 
plained that the focus of the 
country is “off kilter" and that 
Whitewater is getting in the way 
of more important issues. 

"It’s not like Congress had 
come to a grinding halt because 
of Whitewater." Barca protested, 
ticking off a list of legislation al- 
ready passed or moving through 
the system. 

But that’s not the message 
getting through to the country. 
Whatever else may be happening 
in Washington these days, the 


public believes the capital is con- 
sumed with Whitewater— and 
they resent it 

Americans may be skeptical of 
Clinton's health care plan, anx- 
ious about violent crime, divided 
over the Clinton presidency and 
alternately worried and hopeful 
about the economy. And not all 
are as bullish about Clinton's 
performance as Gary Suo. But in 
interviews with Washington Post 
reporters, they appear united on 
Whitewater To roost it seems 
to be either small potatoes or an- 
cient history— or both. 

The attention Whitewater has 
received and the sense of end- 
less. partisan bickering over that 
and other issues in Washington 
have left Americans feeling de- 
jected about Washington and 
fearful that government gridlock 
could once again paralyze the 
country. 

“It’s like we’re coming down 
the road and coming to a *Y’ and 
going down the wrong fork.” said 
Tom Terry, who runs a small re 
frigeraoon company in Burling- 
ton. Wis. 

As a mall security officer in 
Newburgh. N.Y., put it. the situ- 


ation in Washington is "as bad as the Eronomy Smith Muhammad, who 
Civil War, what goes on between helps small businesses get estab- 
Democrats and Republicans down Ibhed and grow, attended a health 
there. And every freshman class care forum in Fayetteville. N.C., on 
gets pounded down by the guys with Wednesday night to criticize the ad- 
sexuohty, so the voice of the people ministration plan as loo complex, 
doesn’t get heard." *Tm saying to you the simplest way 

A recent Washington Post-ABC is the best way." Muhammad told 
News Poll found that, despite an on- Rep. Eva Clayton (D-N.C.). a first- 
proving economy, two in three vot- term legislator, 
ers believe the country is off trade. But others defended Clinton's 
And when asked whether the Clinton plan. A1 Pierce, a Fayetteville bus»- 
adnunistrabon has begun to break nessmsn. said people are afraid to 
the gridlock in Washing ton , 54 per- get sick because of the cost of care, 
cent said no. "If his plan is going to help the mass- 

The Post-ABC poll found that es. I’m for it," he said, 
while 76 percent of those surveyed Mark Bullock, an insurance agent 
say Clinton "has a vision for the fu- whose wife suffers from Alzheimer's 
ture of the country,” only 54 percent disease, said he wants the plan 
believe be is getting things done, passed. "Everybody (is) making a 
That gap may reflect the pessimism fool out of tins health care plan," 
people feel about how things are Bullock said. “God bless health care 
working in Washington. and Bill Clinton, and I hope their 

Post reporters spent put of last phn goes through." 
week trailing four House Demo- But in Racine, Keith Knudtson, a 


districts — in Wisconsin, New York, 
North Carolina and California and 
talking to their constituents during 
the spring recem. 

The public’s agenda is dominated 
by health care, and the House mem- 
bers spent part of their tune fielding 
questions about it at town meetings 
or touring senior citizen centers. 

On Tuesday night, freshman Rep. 
Maurice D. Hinchey (D-N.Y.) held a 
town meeting in Newburgh and 90 
to 100 people turned out Moat of 
them had questions about health 
care, and after two hours Hinchey 
had to cut off the questioning. 

Hinchey. an advocate of a single 
payer system, like Canada has, found 
no corner- us in the room. Many of 
those wh(. spoke told personal sto- 
ries and asked Hinchey to explain 
how Clinton's plan would affect 
them. 

At one point he tried to describe 
the details of the administration pro- 
posal and when he got to the issue 
of health alliances — the regional co- 
operatives that would serve as insur- 
ance marketplaces for the public — 
—eyes in the audience began to 
glaze over. 

After the meeting, Jonathan Ja- 
cobson. a local law judge on the state 
workers compensation board, said 
the evident confusion "shows bow 
badly Clinton has done in presenting 
his plan and how easy it is to attack 
any number of points in a complicat- 
ed plan. Even though everyone 
wants reform, right now it is on the 
defensive." 

The White House is well aware of 
that problem and this week Clinton 
and First Lady Hillary Rodham Clin- 
ton will spend most of their time out- 
side of Washington trying to pump 
up support for what they have pro- 


es giving government as big a role 
as Clinton has proposed. "I can’t see 
anything the government’s ever got 
their hand in that didn’t cost us 
twice as much money, take twice as 
long, take twice as much red tape as 
any other thing." he said. 

After hearing again from their 
constituents last week, the House 
members concluded the burden 
rests on Congress to fashion a com- 
promise from all the competing 
plans and ideas. ‘They're confused, 
but I think they want something 

done.” HincbeysakL "And I think we 
will be judged by whether we do the 
job or not” 

In a week in which Wall Street 
was rocked by a 139-point phinge in 
the Dow-Jones index of industrial 
stock prices while the Labor Depart- 
ment reported that the economy had 
produced 450.000 new jobs in Feb- 
ruary. the picture of the recovery 
was similarly uneven in different 
congressional districts. 

The Wisconsin economy remains 
one of the strongest in the country, 
and Barca’s district parts of which 
were hard hit a few years ago, has 
begun to bounce back after a deep 
recession. Jeanne Hefty, the mayor 
of Burlington. Wis., said four compa- 
nies are considering moving opera- 
tions to her small town. 

But Hinchey said his upstate New 
York district has lost about 60.000 
jobs m the last three years, including 
sizable layoffs by IBM and cuts in de- 
fense-related companies. 

Michael Hanrugan, a security di- 
rector at a hospital in Newburgh, 
N.Y., said. "IBM layoffs are starting 
to affect the retail stores and even 
real estate. I have friends who 
worked 20 years at IBM and now 
they’re without jobs." 
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Jobs are rough, especially jobs 
that pay decent money.' said Renato 
Johnson jr.. who moved up from 
New York City but is thinking about 
going south “where 1 hear things are 
better." 

The uneven pattern of the recov- 
ery may be one reason Barca and 
Hinchey face significantly different 
ree lection contests this year. Barca 
won his seat ui a special election a 
year ago by less than 700 votes. He 
currently has no Republican oppo- 
nent. Hinchey is in a rematch 
against Republican Bob Moppert. 

“I find myself in a very uncomfort- 
able position after 15 months in of- 
fice." Hinchey said. “If (people) are 
hurting, they’re going to blame 
someone. And they can't blame the 
people they voted for 10 years ago. 
They’re gone." 

Although the economy is not as 
powerful a political issue as it was two 
years ago, anger with Congress has 
not abated. “Sixty percent of them are 
crooks and they make it impossible 
for the other 40 percent to get their 
jobs done." said John Moal. a state 
corrections department employee 
from Yankee Lakes. N.Y. 

To counteract these impressions. 
Rep. Anthony C. Beilenson (D-Calif.) 
tried to tell his constituents last 
week that the system— finally— is 
working. 

“I’m feeling relatively kindly to- 
ward Congress these days, which is 
something I usually don’t do." said 
the nine-term Democrat, whose dis- 
trict is distinctly less solid than it 
used to be. 

Speaking to Pacific Bell employ- 
ees. he listed accomplishments over 
the past year — the huge earthquake 
aid package, the North American 
Free Trade Agreement, the deficit- 
reduction package, family leave, na- 
tional service and the pending crime 
bill 

Bob Greenwood, a Republican 
who voted for Ross Perot in 1992. 
was taken aback by Beilenson 's de- 
scription of the record Clinton and 
Congress had established. “I’m kind 
of surprised what he accomplished in 
a short penod." he said. “You don t 
hear a lot about it" 

Many voters still aren’t con- 
vinced. fearing that the disappear- 
ance of Perot as a political force will 
take the heat off Congress and that 
House members will continue to 

take care of themselves before the 
needs of the country. 

Leo Schuh was eating the “gar- 
bage plate"— an omelet with every- 
thing in it— at Frank's Diner in Ke- 
nosna. Wis.. Wednesday mormru: 
"Perot started out rattling tneir cae- 
es." he said. Then it slacked on. 
What nappened? That grass-roots ei- 
rort can be effective. It can keep 
government in touch with people, 
other than at election time.” 
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But many people fear that White- 
water now clouds the agenda and 
thev resent it. “I think thev ve biown 
tms out oi proportion.” said Mav 
Holland, a Medicare patient at a 
Fayetteville clinic, who nonetheless 
said she thinks Clinton may have 
done something wrong. 

When Sameer Mohammed, a Re- 
publican. tried to ask Beilenson a 
long list of written questions about 
Whitewater during the Pacific Bell 
meeting, fellow employees gave him 
enough good-humored razzing that 
he could not ask them all. 

A few. however, believe it is a se- 
nous issue that deserves a thorough 
investigation. Ron Dalton, a Racine 
civil engineer, said he thinks Clinton 
“is skirting light on the fine" legally 
and has committed ethical violations. 
“I think if there was a Republican 
president in office. Democrats would 
be jumping all over it the same way 
Republicans are." he said. 

Barca acknowledged that many of 
his colleagues fear that Whitewater 
could restore gridlock in Congress 
and showed the nervousness many 
House Democrats feel about the po- 
tential political impact of the issue 
when asked by a student whether 
Clinton did something wrong. 

“I don’t know for sure, obviously," 
he said. “I hope he didn’t. I’m opti- 
mistic that he did not." 

Clinton remains a polarizing figure, 

but many people recognize he is pro- 
moting an ambitious domestic agenda 
and give him credit for trying. 

"Clinton is a lot better than I 
thought." said John Rhoades of Plat- 
tekill. N.Y. “I didn't think much of him 
when he was running, but he's trying.” 

Michael Wells, president of a 
wire-working machinery company in 
Kenosha, didn't vote for Clinton. But 
he said, “I didn’t know if he was truly 
genuine — and I still don’t. He has to 
prove it to me. But he’s making a 
real effort. He’s trying to deliver on 
his campaign promises." 

Bale reported from Wisconsin. Staff 
writers David S Broder in New 
York. Kenneth J. Cooper in North 
Carolina and William Hamilton in 
California contributed to this report 
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accomplished many goats despite 
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Poised 

Over 

Whitewater 

Special Counsel Robert Fiske, 
Calmly Plumbing the Depths 


Bv Kim Masters 


B ob Fiske strode from the federal courthouse, back 
straight, chin out. fashion-be-damned plaid cap 
atop his head, and plunged into a sea of reporters 
and photographers. His team of lawyers had just 
started grilling the president’s men and women 
about the tangled affair that has come to be called 
Whitewater. The media mob surged in for a quote, a shot, a 
morse* of his time. Fiske pressed ahead sternly. But when the 
seas didn't part swiftly enough and a hapless photographer 
tu mb led over backward, it was Fiske who paused and helped 
the roan to his feet. 

Noblesse oblige. 

This sort of courtesy comes naturally to a blue-blood, white- 
shoe lawyer who hovers unspattered over Washington's most 
recent_ political spectacle. This sort of poise you can display 
whenyou are so sure of yourself— your mission, your methods 
and your morals— that even though you utter not a word of re- 
proach»a howling pack of reporters suffers a rare moment of 
embarrassment at its own frenzied behavior. 

Robert B. Fiske Jr., lifelong Republican, former prosecutor. 
Wall Street lawyer, former peewee hockey league coach, is 
that sort of person — a man who stays cool and dean m the 
clinches. Some of his colleagues tell a story about the day in 
1979, in the middle of a tense racketeering trial., an FBI agent 
rushed into a New York courtroom and whispered to the pros- 
ecutor that the proceedings had to be stopped at once. Fiske, 
then the U.S. attorney for the Southern District of New York, 
didn't panic. 

“What?" he wrote on a pad. 

The agent wrote that a hit had been ordered on a witness in 
the case — and on Fiske himself. Fiske considered that briefly 
and scribbled In the courtroom?" No. the agent answered. In 
that case. Fiske wrote back, why stop the trial? 

That sang-froid, displayed during the renowned prosecution 

of Brooklyn waterfront boss Anthony M. Scotto, should serve 
Fiske as he plumbs the mysteries of Whitewater. (So might tus 
dose relationship with one of the young agents on that case — 
Louis Freeh, now director of the FBI.) But the story is remark- 
able for another reason: It is one of the most dramatic tales 
that anyone has to tell about Robert Fiske. 

The veteran of many high-profile cases. Fiske is not the kind 
of swashbuckling litigator whose exploits are celebrated in law- 
yer locker-room chat. “He's not bonng.” savs Scott Muller, a 
former assistant to Fiske during the Scotto prosecution. “But 
he's such an absolutely straight guy." 

In his few short weeks as special counsel. Fiske has shown 
that he is capable of making dramatic moves. Within days of his 
appointment, he announced himself with a fusillade of subpoe- 
nas to White House aides. Then, last week, he cut a deal to get 
grand jury testimony from David Hale, a shadv former judge 
who is the only person to allege that Bill Clinton was directly 
involved in any of the questionable financial dealings surround- 
ing the sinkhole known as Madison Guaranty Savings & 
Loan — a move that Fiske described as “a significant contnou- 
uon" to the investigation. 


Attorneys who know Fiske well say they are conndent that 
he is moving deliberately, if rapidly. Even his former adversar- 
ies say Fiske's judgment and integrity make him an ideal 


choice for this daunting job. He has a 
reputation as a detail-oriented prose- 
cutor who won't indict unless he be- 
lieves that a conviction is in the bag. 
“He’s tough and aggressive in litigat- 
ing when he has a case that will sup- 
port it— and practical-minded about 
getting it over with when he needs 
to," says Steve Case, one of Fiske’s 
law partners at the snooty New York 
firm of Davis, Polk & WardwelL 

However tough, Fiske is always 
low-key — an affable square who is 
modest to the point of self- 
effacement. soft-spoken to the point 
of inaudibility. In white-bread, well- 
to-do Darien. Conn., where Fiske 
grew up, be is the original communi- 
ty pillar. He served on the police 
c o mmiss i on for 10 years and was 
chairman of the board of deacons at 
his chur c* 1 

fiske isn’t giving any interviews, 
but. his longtime assistant notes in 
response to an inquiry that yes, 
Fiske used to coach the New Ca- 
naan, Conn., peewee hockey team. 
And in 1973, she adds, the team 
made it to the state championships, 
where it lost— in overtime, 

it turns out that mild-mannered, 
63-year-old Bob Fiske is— as Muller 
puts it— "grimly competitive" and a 
bit of a sports freak. He sails, skis, 
fajhe* — and held down second base 
for his law firm’s softball team. In 
l&D. be ran the New York City 
Marathon. 

'Til tell you how competitive be 
is," says John "Rusty” Wing, one of 
eight former assistant U.S. attor- 
neys who play tennis with Fiske reg- 
ubuiy. "If be couldn’t get the ball 
with his normal right hand, he 
switches the racket to his left hand." 

Tie’s by far the senior member of 
the group,” says Alan Levine, now a 
partner at a New York law firm. "He 
does not wear down first” 

Accidental Celebrity 

West Little Rock is a high-rent 
business district a suburban settle- 
ment about a 20-minute shot along 
the Wilbur Mills Freeway from fal- 
tering downtown Little Rock. It 
might seem an odd location for the 
special counsel to base his opera- 
tions — a bit of a haul from the coun- 
ty offices that hold some of the rec- 
ords that may contain the secrets of 
Whitewater. But this building al- 
resdy was crammed with feds: the 
FBI, the Drug Enforcement Agency 
and the Customs Service. 

It may be pncey, but you wouldn’t 
call it elegant — a red-brick four-sto- 
ry affair with Muzak in the lobby and 
a cherub Joun tain in the gloomy atri- 
um. Tucked in the back of the build- 
ing is a little lunch joint and bar 


“While other 
lawyers might have 
lived the high life, 
typically he ’d run 
out to the grocery 
stpre alone and buy 
a chicken and bake 
it and eat it by 
himself” 

— Carey Dunne, 
former law partner 


where Fiske and his troops some- 
times grab a sandwich. On a Monday 
afternoon, the Sports Page is empty 
except for a group of stockbrokers 
knocking back a few drinks. 

-They try to affect indifference to 
Fiske and the squadron of seven law- 
yers and 25 FBI agents and financial 
anatysts that have just set up shop 
here. But waitress Deborah Mar- 
shall has seen some of them sidle up 
to Fiske. "People approach him — 
'When you get time off. you want to 
go play some golf?’ ” she says. 

Fiske has made a good impres- 
sion; One of the stockbrokers says 
Fiske “reminds me of a kid’s grand- 
father that you see in the movies.” 
Stockbroker Dan Lee has seen him 
at lunch with his staff. “When 
they’re talking, there’s a warmness," 
be observes. 

Perhaps most impressive to the 
cnJwd at the Sports Page has been 
the speed with which Fiske's office 
space was whipped into shape. "We 
heard on Thursday morning that this 
sp£e had been leased." says Dan 
Led. "At noon that day, hammers 
started. They worked 24 hours a 
daf> bad three construction crews in 
th^re. You have to understand — Lit- 
tle* Rock is in a construction boom 
ri^tt now. If you want to build a 
hopse. you have to wait three 
mepths. So they paid someone a lot " 

Fnigal but Fun 

Whatever the word from Little 
Rock. Fiske’s colleagues at Davis. 
Polk say he won’t be sloppy with the 
taxpayers’ money. They expect him 
to be much more frugal than Iran- 
cojitra prosecutor Lawrence 
Wfsh — who was Fiske's former law 
partner at Davis. Polk ana who tried 
to tap Fiske to serve as lus aeputv in 
that investigation. That investigation 
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cost the government $36 million. 
“Walsh would spend an extraordi- 
nary amount of money on cases.” a 
Davis. Polk partner says. “He would 
get 12 associates (on a case] and 
they would gnnd and grind. ... He 
would have four people research 
something until they dropped. Bob 
wouldn't do that" 

Davis. Polk partner Carey Dunne 
spent the better part of a year with 
Fiske in Miami on a trial and got a 
close look at his thrifty habits. 
“While other lawyers might have 
lived the high life, typically he’d run 
out to the grocery store alone and 
buy a chicken and bake it and eat it 
by himself." Dunne says. “He is fru- 
gal, no doubt about it. He would con- 
stantly be running back and forth to 
the coin-operated laundry machines 
so be could save money.” 

Not that Fiske was a complete 
nerd. The night that the trial was 
over, we went to dinner to blow off 
steam and ended up playing pool at 4 
a.m. in a nightclub.” Dunne says. 

Fiske “is somebody who acts sig- 
nificantly younger than he is, who 
likes to deal with younger people.” 
says Elkin Abramowitz, another vet- 
eran of the U.S. attorney’s 'office. 
“He was the wealthiest guy (in the 
office] and enjoyed doing what we 
would do — eating in our kinds of 
restaurants. He’s a very accessible 
person for somebody with as power- 
ful an intellect as he has.” 

For a rich guy, his tennis buddies 
like to gripe. Fiske rarely treats 
when it’s time for drinks after a 
match. “We joke about bow he never 
has any money with him.” Wing says. 
But friends say Fiske isn’t really 
cheap— just forgetful. “He’s very ab- 
sent-minded." Dunne says. “He’s al- 
ways leaving his glasses places and 
leaving his car keys and losing his 
pen. He always has associates pick- 
ing up after him.” 

But even Fiske's foibles are dis- 
cussed with a sort of affectionate 
pride. That’s the tone in which one 
of his younger partners complains 
that Fiske’s youthful tastes do not 
extend to his sartorial habits. “He's 
got a hat I can’t stand,” the partner 
gripes. “It looks like an Irish golf 
cap, except it's made out of plastic. 
When it comes to clothes, he hasn’t 
moved since Dobie GiUis.” 

Fiske's headgear hasn’t gone un- 
noticed at the Justice Department. 
“We are all looking forward to the 
advent of warm weather.” spokes- 
man Carl Stem says, “when Fiske 
will stop wearing those chapeaus.” 

Colleagues* Admiration 

In many ways. Fiske seems to 
have led a charmed life. His father 
was a lawyer, appointed by Dwight 
Eisenhower to be assistant secretary 
general of the North Atlantic Treaty 
Organization. He grew up in Danen 
playing hockey and lacrosse. Yale 
’52. Third in his class at the Univer- 
sity of Michigm jpv school. 


From 1976 to ’80. Fiske was the 
captain of a loyal team of assistant 
U.S. attorneys who still gather annu- 
ally for an alumni dinner. The law- 
yers who write the skits presented 
at these affairs are wracked for ma- 
terial — “It’s a hard task to figure out 
how to satirize Bob Fiske.” as Hass 
down Jed Rakoff puts it Thomas 
Engel gave it a try with a poem 
called “The Maven”— apologies to 
Poe — in which Fiske declares, "As 
ray friends are all Aryan/ And settled 
into Darien/ 1 know only finest peer- 
age/ And no peasants out of steer- 
age.” 

That’s about as personal as it 
gets — and the characterization isn’t 
even quite right. "Bob has been to 
every bar mitzvah and bat mitzvah 
as our children get to the appropri- 
ate age,” Rakoff says. “He's been to 
at least 50. He still can’t pronounce 
basic Yiddish words. He’D say 'kuh- 
vetch.’ ” 

Those who worked under Fiske at 
the U.S. attorney’s office remember 
how he’d come in on Saturdays and 
pad around the office in his socks. 
On weekdays; Fiske would arrive 
early and host a “breakfast dub” of 
stalwart assistants who would show | 

up for coffee and doughnuts in his 
conference room. “He was very in- 
terested in everything that was go- 
ing on,” remembers Angus Macbeth. 

"If you got a good ruling or a bad rul- 
ing, be was likely to be on the phone 
with you 15 minutes later, congratu- 
lating or commiserating.” ' 

When Fiske returned to private 
practice, he remained something of a 
hero to young assistant U.S. attor- 
neys. He successfully defended Bab- 
cock & Wilcox, the manufacturer of 
the nuclear reactors at Three Mile 
Island. Bruce Baird, who was a 
young prosecutor then, says many of 
his colleagues tried to slip into the 
courtroom to watch Fiske work. "It 
was such a primer in bow to try a 
case,” Baird says. “He had a prosecu- 
tor's style, not flamboyant and show- 
manlike. He is always particularly 
well prepared, which was apparent 
in Three Mile Island because it was 
I mmd-oumbingly complex. . . . He’s 
i not a great orator, not a great 
speaker, but be can stand up in a 
courtroom and sound like s omeo ne 
the jurors can relate to.” 

Even Fiske’s adver sari e s are ad- 
miring. When Fiske was U.S. attor- 
ney, Paul Gokiberger de f ended a cli- 
ent indicted as part of the case 
against drug lord Nicky Barnes; 
“During the enure eight weeks we 
were on trial — and it was one of 
those blood-and-guts cases— I never 
saw him lose his balance.” he says. “I 
never saw him lose his cool He’s a 
mce person. If you lived next door to 
the guy, you’d be friends. . . . You’d 
lean over the fence and you’d BS 
with him.” 


One Swall Controversy 

In his exceptional career. Fiske 
has suffered a few setbacks and em- 
barrassments. One of his biggest dis- 
appointments came in 1989. after he 
was nominated for the number-two 
spot in- the Justice Department by 
then-Attorney General Richard 
Thornburgh. Despite Fiske’s record, 
a bloc of conservatives opposed him. 
It was an attack that Fiske’s col- 
leagues still regard as one of the 
more inexplicable paroxysms of par- 
tisan politics. 

Fiske’s crime was that he had 
served as head of the American Bar 
Association's standing committee on 
the federal judiciary. The commit- 
tee, which rated nominees for feder- 
al judgeships, routinely consulted 
some outside groups about their 
views. Among those was the Alli- 
ance for Justice, a Washington-based 
civil rights group. 

The conservative Washington Le- 
gal Foundation complained. ”He 
leaked the names so liberal groups 
coukl do a hatchet job on good con- 
servatives,” WLF Executive Legal 
Director Paul Kamenar said at the 
tune. The fact that Fiske’s commit- 
tee had given good ratings to some 
conservative nominees did not di- 
mmish the fervor of his opponents. 
They also held him responsible for 
the defeat of Robert Boric’s nomina- 
tion to the Supreme Court, even 
though Fiske was no longer chair- 
man of the ABA committee when it 
split on Bork’s rating— and even 
though Fiske personally supported 
Bark. 

As part of the effort to discredit 
Fiske, conservatives charged that he 
had once given a $1,000 campaign 
contribution to an old friend. Demo- 
crat William Gray, when he ran un- 
successfully for a Vermont Senate 
seat in 1988. They also called atten- 
tion to a 1985 U.S. Tax Court deci- 
sion that found Fiske had failed to 
pay $14,000 in taxes wwnmtng — in- 
terestingly enough— from a 1986 
land deal. The Fiske family had long 
owned a share in a Catalan moun- 
tains fishing chib. Fiske and the oth- 
er owners transferred the land to a 
nonprofit nature c ons e rvan cy— but 
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the court determined that Fiske had 
underestimated the land's value." 

The Bush ad ministr ation eveBB- 
aDy caved and Fiske withdiesSb 
name from consideration, “A MF5f 
people would have been vocaflygi- 
happy about the way they were 
treated.” says Macbeth. “He toolkit 
remarkably well He just wasn’t go- 
ing to get into a squabble about k3 ' 

So far, conservatives haven’t 
made a big issue of Fiske’s appoint- 
ment as special counsel. WhifeCtbe 
Wall Street Journal’s editoriaHMge 
writers called Fiske “a very curious 
selection”— raising the specter of 
Fiske’s service on the ABA judical 
review committee as well as^his 
brief representation of Clark Clifford 
in the BCCI matter — Justice De- 
partment spokesman Stern says he’s 
heard no concerted objections. Tm 
under the impression that there’s a 
great deal of admiration and resgjgt 
for Bob Fiske across the spectrum/ 
he says. 

Getting His Hands Dirty ~ 

Fake is far from finished with his 
task, but Washington lawyers are 
impressed with the way he began it 
“His going to Little Rock said an aw- 
ful lot.” says a partner at one wefi- 
regarded Washington firm. “A lot'of 
these guys don't want to get their 
hands dirty. This guy’s actually gone 
down at great financial sacrifice and 
he’s living in this town and trying io 
get to the bottom of this. . . . Afid 
he’s certainly a $1.8 million man 7 
Bernie Nussbaum is.” (The real 
number for Fiske is doser to $1,3 
million, says a Davis, Polk source^ 

Fiske has traded his seven figures 
for a salary of $107,000. He has tak- 
en an apartment in Little Rock, 
where perhaps he bakes his own 
chicken as he immerses himwtf >» 
his mission down to the decimal 
points, moving as fast as he can . to 
conclude an investigation that the 
whole world is watching. Movingto- 
ward a time when Bill Omtoo and 
his supporters finally may be afaltto 
exhale. Or qol 
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Backed 
Into the 
Clintons' 
Comer? 

ftrndit Eleanor Clift’s 


By Howard Kurtz 

W«lM«mrMiSu*Wi*r 


Even John McLaughlin was nee* 
dling Eleanor Gift. 

"Some pretty tough questions 
here* be scoffed on the air. 

McLaughlin was reading ezcerpts 
of Clift's recent Newsweek inter* 
view with Hillary Rodham Clinton, 
one in which the questions sounded 
unusually sympathetic. 

Asm: 

"My theory is that you have a 
thing about privacy * Clift said to the 
First Lady. 

"Edward Bennett WiDiams used to 
say that Washington likes to burn a 
witch every three months,” Clift 
said. 

"A lot of people want to launch ca- 
reers based on finding something." 
Clift said. 

As a highly visible journalist — she 
is both a N e w s wee k White House 
correspondent and "McLaughlin 
Group” pundit— Clift has grown ac- 
customed to criticism that she is a 
staunch defender of the Clintons. 
She says it’s a bum rapt 

There’s no penalty for an individ- 
ual reporter who is perceived as be- 
ing too tough,” Clift says. "But the 
reporter who is perceived as being 
soft is immediately de-legitimized, 
portrayed as being in the tank. 

"It’s not comfortable to be singled 
out as someone who is somehow a 
cheerleader. That’s the last thing 
any reporter wants to be con si def ed. 
What I've said holds up under the 
banner of fair analysis.” 

Oft is emblematic of a talk show 
age in which many journalists are ez- 


pected to have a take, an angle, a personal spin 
on the news. And in the hothouse atmosphere 
s pawned by the Whitewater investigation, re- 
porters are increasingly categorized as pro- 
Clinton or anti-Clinton. 

Michael Kinsley, the New Republic colum- 
nist and co-host of CNN’s ’Crossfire,” frequent- 
ly defends the president "I get abuse for being 
a Clinton cheerleader all the time,” he says. "AH 
the peer pressure is to whack the guy. AH the 
•odd pressure is to be criticaL There’s no rein- 
forcement or reward for sticking up for Clinton. 
All you get is ridicule.” 

Sidney Blumenthal, The New Yorker’s 
Washington correspondent, was discussing 
Whitewater on a recent "Charlie Rose Show” 
when Rose abruptly asked: "Sidney, are you the 
leas! bit uncomfortable defending the adminis- 
tration in the way that you do?” 

"I think I’m being quite ... 

Ify views are utterly in dependent" Blu menth a l 

if. i 

I Cf J OBQ. 

Paul Begala. a political adviser to Cfinton, 
grumbles that many reporters respond to un- 


“I don’t want to be seen as 
someone who will defend 
the Clintons at any length. 
... I also don’t want to 


take gratuitous shots just 
to prove my 



— N ews w eek ’s Eleanor CMt 


spoken pressure from colleagues. "If they don’t 
stick the knife in, they get put in the New Re- 
public’s ’Clinton Suckup Watch,’ ” he says. 
(The Omtooites registered no such complaint, 
of course, when the media were beating up on 
President Bush.) 

CGft’s position is particularly awkward be- 
cause she is also a White House beat reporter. 
On The McLaughlin Group,” where Fred 
Barnes. Morton Kondracke and McLaughlin of- 
ten cribcme Clinton and Jack Germood tends to 
stay above the fray, Clift is left to carry the 
White House banner. 

The problem with television is you b e com e 
a ca ri cat u re, and you don’t have time for the 
is, ands and buts.” she says. The first question 
always goes to Fred on what terrible thing Cfin- 
ton did this week, and I’m the counterpoint.” 

Says Barnes: "It’s how Eleanor defines her 
role. Whenever anybody critidaes Cfinton. she 
thinks she has to come and defend him.” 


fortafale with the arrangement “I think she 
takes it too far.” one says. "A lot of people find 
it embarrassing. It puts the magazine in a com- 


n.” But Clift says there are 


plenty of "checks and balances” in Newsweek s 
'group journalism'' approach. 

Evan Thomas. Ne wsw e ek 's Washington bu- 
reau chief, says: "We cover the White House 
from a number of angles, and the Clintons have 
never accused us of going soft on them. Elea- 
nor's voice is ooe among severaL” 

Clift, who started out as a Newsweek secre- 
tary and is now a big draw oo the lecture cir- 
cuit. is cookjous of her role as the show's resi- 
dent feminist. McLaughlin often calls her 
"Eleanor Rodham CfifL” She attracts plenty of 

hate mail; one viewer even accused her of tying 

her scarf like the First Lady. 

In the emerging debate over whether the 
media are going overboard on Whitewater. 
Clift’s position is dear. The whole pressure on 
the group of us is to declare them guilty and 
then look for the supporting evidence,” she 
says. But she adds: The Cfintons of course are 
not h h mfthas . Cfinton has this habit of dissem- 
bling." 

Week after week. Cfift plays her assigned 
role in the ‘McLaughlin” sitoom. When asked to 
compare Whitewater to a physical ailment, she 
chose "hangnail or toe-stub.” Asked to rate 
Clinton’s handling of Whitewater, she has twice 
given him an A. 

"In the end. John, this is going to be much 
ado about nothing,” Cfift said on ooe program. 

Last month she went too far. When Mrs. 
Clinton made tome harsh comments about 
Whitewater in a White House interview with 
Elle magazine, Cfift insisted, on the basis of 
secon d han d information, that this was merely a 
"rant in a restaurant.” She later ap ologi ac d for 
the error. 

AD this has made Cfift a prominent target for 
conservatives. Dorothy Rabinowitz, a Wall 
Street Journal columnist, says she finds Cfift 
“persistently, endlessly and unyieldingly” pro- 
Clinton. There is not the slightest aelf- 
consdouness about it.” Rabinowitz says. "She 
really is a true believer.” 

Cfift brushes off such criticism , noting that 
she has never been invited to lunch or dinner at 
the White House. And she had never been 
granted an interview with Mrs. Cfinton until 
several weeks ago, when the First Lady, under 
growing pressure to talk about Whitewater, de- 
cided to speak to Ne ws we ek and Time. Cfift 
says die was hampered by a 20-minute time 
trait and ground rules that barred questions 
about Whitewater matters under investigation. 

Ton want to establish an atmosphere where 
you draw the person out and get at her under- 
lying attitudes.” dm says. "You don’t get that 
by asking where are the canceled checks, and 
frankly that's not my expertise. I was tryutg to 
find out how angry she was and who did she 
btaom.” 

Cfift says she has been trying to shake the 
pro-Clinton label ever since the 1992 New 
Hampshire pr imar y, when she predicted that 
Bill Cfinton would win the Democratic Dotmna- 

"I don’t want to be seen as someone who will 
defend the Cfintons at any length.” she says. "I 
really don’t think that’s my role. 1 also don’t 
want to take gratuitous shots just to prove im 
in d e p en d en ce. I have certainly cri ti cized them 
when I think they deserved it.” 
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Robert D. Novak 


Unflattering Family Portrait 


The cumulative release of details 
about how Bill and Hillary Clinton, 
before entering the White House, 
earned extra money and limited their 
tax liability has propelled many 
thoughtful Democrats into despair 
about the political 

They are hardly reassured by the 
apparent lack of cnmmal liability by the 
Chntons. Nor did the resurgence in 
popular esteem for the pr esident after 
his masterful pre ss - confe rence perfor- 
m a n c e March 24 cheer savvy Demo* 
cxatic politicians that much. Barely get- 
50 percent in 


approval ratings is seen as temporary 
rdief. not likely to survive the new 
churning of Whitewater. 

The Whitewater affair is not Wa- 
tergate. whe r e criminal active y was 
tied to the White House. But it w not. 


of the CGatoo team re spo n di n g too 

were so outlandish. 

Rather, a new public perception of 
the president and First Lady has 
eme rg ed from a daisy o u tpo uri ng of 
detais that caused ooe p r ominent 
Democratic member of Congress to 
privately co nfi d e last week that he 
c an not bear to look at the dady news- 
papers. The cultivated image of the 
Onions “playing by the rules” and not 
interested in money is in disrepa i r . 

Tins climate tra n s cen ds Republican 
Rep. Jim Leach’s inquiries into wheth- 
er Madison Guaranty Savings A Loan 
was milked in efforts to save the 
Whitewater land dev el opm en t project 
and Special Counsel Robert Fake’s 
quest for criminal violations. The core 


The cultivated 
image of the 
Qintons “ playing 
by the rules ” ... is 
in disrepair. 

wrote on March 21 that "the Clintons’ 
mistakes on their tax returns were so 
obvious and so per v a siv e ... that one 
has to wonder whether they were not 
playing the audit lottery”— that is. bet- 
ting that they would not be among the 
one percent of taxpayers audited by 
the Internal Revenue Service. 

The extent of these mistakes has led 
tax professionals in Washington to 
speculate, tongue in cheek, that the 
president may be shielded from possi- 
ble criminal action by the so-called 
“inn oce n t spouse's law." That is a ref- 
erence to Secti o n 6013(e) of the Inter- 
nal Revenue Code, which, to protect 


teame d about the first family's person- 
al finances during the Little Rock 
J***- 

The prec u rsor ca me last December 
when it was revealed that Clinton had 
taken a $6 tax deduction on three pairs 
of underwear donated to the Salvation 
Army. That was the tip of the i ceber g . 
Repeated efforts by the Clintons to 


innocent wives from dishonest hus- 
bands. relieves a spouse from tax liabil- 
ity if the other spouse is solelv respon- 
sible for “substantial understatement of 
tax. - 

Actually, tax experts suggest that 
the Clintons, under a worst-case sce- 
nario, are protected by a statute of 
l i m ita t io n s of three years on avil fraud 
and six years on criminal fraud. They 
are unprotected, howevdy from the 


That the Clintons were so possessed 
in marimirin g their income and mmi- 
nuring Unde Sam’s share of it is vari- 
ously attributed to the culture of Little 
Rock, to the alleged greed of the ’80s 
or to a combination of both. The better 
exp la n a t io n may be that the president 
and First Lady fell victim to the pas- 
awn by prominent public servants of 
both parties to have it all— both politi- 
cal power and personal wealth. What 
hurts the Clintons is how far it is from 
the image they studiously promoted. 


This is fir from the impression culti- 
vated by the White House that the 
Qjnfans were too p r e occ u pi ed by the 
harden s of g ov er nm en t to bother tak- 
Bg a d e du ct ion of supposed White- 
water koaes. The steady flow of dodo- 


conceiva bi e tax deduction, nm 



One expert who has been « 
rioned by news organiations to e 
ine the Clinton tax returns. San Anto- 
nio CPA Steven Bankter. sees a 
“pattern - that is “djsconcertgig’’ for the 
community of tax preparers. “Clearly." 
he said, “no preparer would have a 
reasonable basts tor some of the deduc- 
tions on the Chnton returns." 

That conclusion is also reached in 
detailed analysts by Lee Sheppard over 
the past three months in Tax Notes, a 
publication for tax pr dria i on ate He 
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Conflicting details 
and accusations 
on Whitewater 


By Larry Margasak 
The Associated Press 

Some of the key Whitewater accusations made against the 
Gintons by Rep. Jim Leach. R-Iowa. don't stand up to closer 
scrutiny, according to an Associated Press review. 

Here's a look at three accusations and conflicting details. 

Capital gains and taxes. On their 1988 tax returns, the Clin- 
tons reported a $1,640 capital gain from the sale of a model 
home on Lot 13 of the Whitewater development 

Leach says the gain should have been $20,000. He says the 
Clintons purchased Lot 13 out of bankruptcy for $8,000 and 
sold it for $28,000. 

The Clintons actually owned and sold Lot 13 twice. 

In 1981. the Gintons' mortgage and sale proceeds were ear- 
ned on the books of the Whitewater Development Corp., re- 
cords show. When the first buyer faltered, the Gintons bought 
the property out of bankruptcy in 1988. 

In that transaction, the Clintons paid $8,000 and assumed the 
remainder of the first buyer's mortgage payments, according 
to Jeff Levin^ton. 
the bankruptcy 
trustee who over- 
saw the sale. 

With the mort- 
gage assumpuon. 

Levingston has 
said, the Gintons’ 
purchase price 
came to around 
$28,000. Land re- 
cords show they 
resold the lot for 
about $28,000. 

Levingston said 
he thinks the Clin- 
tons took a loss, 
adding by declar- 
ing a gain. “I think 
he came out real 
short on the deal." 

Leach said his 
claim of a $20,000 
profit is based on 
a taped conversa- 
tion in which the 
Gintons’ former business partner. James McDougal. suggested 
the Whitewater development company paid the mortgage on 
Lot 13. But McDougal has said he was referring to the mort- 
gage involved in the 1981 sale, not the 1988 transaction. 

Whitewater profits: Leach challenges the Clintons' state- 
ment they lost $46,000 in Whitewater. He says they “received 
value from Whitewater in excess of resources invested.” 

Leach reaches his conclusion by lumping in a senes of finan- 
cial transactions he considers Whitewater-related: 

► $26,000 Hillary Clinton's law firm earned for legal work 
she and another lawyer did for McDougal’s Madison Guaranty 
Savings & Loan in the mid-1980s. 


► The disputed $20,000 capital gain from Lot 13. 

► $35,000. or half of the $70,000 regulators say went into 
Whitewater from sources affiliated with Madison S&L. Leach 
argues the Gintons. as 509t owners of Whitewater, should con- 
sider this as income that defrayed their costs. 

► $55,000. or half of the $110,000 court documents say went 
into Whitewater's account from a federally backed loan made 
to McDougal s wife Susan, a Whitewater partner. 

Leach acknowledges some ‘“may suggest that it is stretch- 
ing” to count such items as profits 

Pressuring the regulators: Leach says top federal regula- 
tors in Washington tried to impede an invesogaaon by regional 
investigators into Madison's failure, which cost taxpayers be- 
tween $47 million and $60 million. 

Leach released a memo by S&L investigator Jean Lewis 
which he said showed top regulators pressured her to alter her 
conclusion Whitewater had caused losses at Madison S&L. 

But Lewis, based in Kansas City, did not say she was pres- 
sured. She said her bosses had inquired about whether they 
could conclude Whitewater did not cause a loss to Madison. 
Lewis said the top officials wanted an honest answer but would 
be happier with answers that “would get them off the hook.” 

Lewis said in her memo she sdll believed Whitewater 
caused losses, and material should be referred to the Justice 
Department for a criminal investigation. 

The senior officials named by Lewis. John Ryan and Ellen 
Kulka. wrote Leach “no pressure has been exerted" by the 
Clinton administration in that probe. 

Furthermore, it appears an earlier criminal matter involv- 
ing Madison was rejected by a Bush admimstrauon appointee 

According to the Los Angeles Times, the Republican U.S. 
attorney in Little Rock, Charles Banks, argued against bringing 
charges in the Whitewater controversy just before the 1992 
elections. Leach’s office said he had not seen Banks letter. 



LEACH: Challenges the Clintons' state- 
ment they lost $46,000 m Whitewater 
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A Conservative's Star Soars 
On Words About Whitewater 


By WILLIAM GLABERSON 

Who is Robert Bartley? 

Before Whitewater turned The 
Wall Street Journal's ardent chief of 
editorials into a media personality, he 
was already the darling of conserva- 
tives. 

But a headline — "Who Is Vincent 
Foster?” — and its aftermath have 
broadened his role. At S6, Robert L. 
Bartley, editor of The Journal, has 
become a star in the very "liberal 
media" he abhors. His role: White- 
water sage. 

With a new prominence that began 
with the editorial attack last summer 
on Mr. Foster, the deputy White 
House counsel who died on July 20 in 
an apparent suicide, Mr. Bartley 
slashes away at the Clinton Adminis- 
tration. He sneers at the Democrats. 
Little Rock and anyone who calls the 
1980's the decade of greed. And some- 
times he even appears to scorn the 
reporters at his own newspaper. 

The open secret at The Journal for 
years has been the discomfort such 
sentiments sometimes cause employ- 
ees of the newspaper’s news opera- 
tion and the ridicule some of them 
apply to the paper's editorial posi- 
tions. The news division is separate 
from the editorial page and its em- 
ployees report to a different top edi- 
tor. Paul E. Steiger, the newspaper's 
managing editor. Mr. Steiger and Mr. 
Bartley report separately to Peter R. 
Kami. The Journal's chairman and 
publisher. « 

New Source of Conflicts 

Some news department employees 
consider themselves political liber- 
als. Some also find their news reports 
occas i o n al l y contradicted or under- 
cut by their own newspaper's editori- 
als. Whitewater has provided a new 
series or such opportunities for con- 
flict. 

The editorial page has sometimes 
heaped praise on news organisations 
other than The Journal for courage m 
pursuing Whitewater leads. The New 


York Post has been especially warm- 
ly appreciated. At times, it has ap- 
peared that The Journal’s editorial 
page is insulting its own news opera- 
tion by omission. 

The differing approaches of the two 
sides of the same newspaper have 
h#g nn to attract outside attention. 
The New Republic recently took note 
of two Journal headlines from the 
March 14 issue that reported the start 
of an investigation by the Whitewater 
special counsel. Robert B. Fiske Jr. 

A Journal news headline that day: 
"Fiske Gets Off to Fast Start in 
Whitewater Probe by Moving For- 
ward Aggressively on All Fronts." 

The editorial page headline the 
same day: "The Fiske Cover-Up II." 

The Journal's senior news editors 
insist they are not insulted. But Alan 
Murray, the Washington bureau 
chief, does acknowledge that "there 


An editorial attack 
draws attention, 
outside and inside 
The Journal. 


is this tradition of not Just separation 
but competition — or enmity." 

Mr. Bartley denies that the editori- 
al page has tried to embarrass its 
own news division. But he acknowl- 
edges longstanding tension between 
the news and editorial sections. 
"There's always been this undercur- 
rent of disagreement,’' he said. 
'Certain Kind of Fun* 

Mr. Bartley, who says his Iowa 
upbringing in the 1950's provided a 
standard of values to measure cur- 
rent events, appears to be reveling in 
the role he calls spokesman for the 
loyal opposition. "There's a certain 
kind of fun that we're having again 
now that we had during the Carter 


years," Mr. Bartley said of the mood 
among his staff of 30 or so conserva- 
tive editorial page writers and edi- 
tors. 

"You get up in the morning and 
say, ‘O.K., what are they doing now 
that we can criticize?' " Mr. Bartley 
said. 

Before the current "bumbling 
Presidency," as The Journal's edito- 
rials like to call it. the soft-spoken Mr. 
Bartley may have been best known 
among conservatives for editorials 
that helped establish the supply-side 
economic underpinnings of the Rea- 
gan years. He was favored, too. for 
commentary that described how the 
1900’s ruined the country. 

. But lately, Mr. Bartley has been 
reaching a wider audience. He is seen 
on "Meet the Press" one day and on 
"Charlie Rose" another. And New 
Yodt magazine is describing the 
rambunciiously conservative editori- 
al pkge he has edited since 1972 as 
"smut, ferocious and very, verv 

A hi” Theme 

The "Who Is Vincent Foster?" edi- 
torial that started all this attention 
was one of several last summer that 
criticized Mr. Foster and other Clin- 
ton Administration lawyers from the 
Rose Law Firm in Little Rock. A note 
found In Mr. Foster's briefcase after 
his death said, among other things, 
that "the WSJ editors lie without con- 

^^STwinter, there have been new 
"who is" editorials. They have been 
aimed at "Friends of Bill" and at 
"Hillary, ’’ as Mrs. Clinton is often 
called on The Journal’s editorial page 
(as in "Hillary in the Pits." the head- 
line of an editorial last week on her 
commod i ties trading profits). 

The Journal's editorial page has 
been tdh M bus in its suggestions 
that the Administration has been 
tainted by "congenitally violent" Lit- 
tle Rock and that Clinton aides are 
involved in cover-ups. 

Some of the editorials offer new 
information dug up by The Journal's 
editorial page staff. These ' reported 
editorials," as The Journal calls 
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them, nave delved into the Clintons 
Arkansas connections and raised 
questions about the investigation into 
Mr. Foster s death. 

Questions of Tone 

If there is criticism — and there is 
— that the tone of the editorial page 
turned taunting after Mr. Foster's 
apparent suicide. Mr. Bartley does 
not appear concerned. "If you have a 
good story, run with it." he said. 

Some Journal watchers say they 
are offended. “To me, it's so mean- 
spirited." said Stephen Hess, a media 
analyst at the Brookings Institution 
and a Republican who worked in the 
Eisenhower and Nixon Administra- 
tions. 

"It seems to take such joy in every 
foot fault of the President and every- 
one close to him," Mr. Hess said. “It’s 
as if they are really trying to bring 
down a Presidency." 

Mr. Bartley denies that. Still, after 


an interlude following Mr. Foster « 
ueath last summer. The Journal s 
editorial page returned in mid-De- 
cember to us "Who Is Vincent Fos- 
ter?" themes. 

A Different Reaction 

All the respectful attention from 
the media lately, Mr. Bartley said in 
his office at The Journal last week, is 
"the other side of the coin." He said 
the reaction was the opposite of what 
occurred after Mr. Foster's death. 

"People," he said, "were assigning 
us a sense of responsibility." But a 
newspaper cannot be held account- 
able for the effects of depression in an 
official it covers, he has said repeat- 
edly. 

Mr. Bartley said he did not under- 
stand criticism that The Journal's 
editorials are mean in tone "Look," 
he said, "we write lively editorials." 

To be sure. The Journal’s editorial 
page has never been shy, at least 
since Mr. Bartley took over in 1971 It 
has had clear likes (Oliver North, 
Robert Bork. Ronald Reagan and the 
junk bonds of Michael Milken) and 
dislikes (cultural elites, Lani Guinier 
and "f ran no propagandists" and 
"left-wing lobbyists" like Common 
Cause and the National Association 
for the Advancement of Colored Peo- 
ple). Mr. Bartley won a Pulitzer Prize 
for editorial writing in 1900. 

His top deputy. Daniel Hennmger, 
wrote one of the best-known recent 
Journal editorials, "No Guardrails," 
in March. It concluded that it was 
possible to specify when America 
"began to tip off the emotional 
tracks.” According to The Journal, it 
was in August 1968, during the 
antiwar demonstrations at the Demo- 
cratic National Convention in Chi- 
cago. 

Support at Dow Jeoes 

Mr. Bartley's stewardship of the 
editorial page clearly has the support 
of senior officials at Dow Jones & 
Company, which publishes The Jour- 
nal. Mr. Bartley has been a vice presi- 
dent of the newspaper and a member 
of the company's management com- 
mittee for a decade. In an interview 
last week. Mr. Kann called Mr. Bart- 
ley "one of the genuine intellectual 
leaders of America." 

In person, the bespectacled Mr. 
Bartley is so deferential that he ap- 
pears to cringe at being the object of 
interest His sentences are interrupt- 
ed with pauses and it is nearly impos- 
sible to detect the table pounding that 
is so familiar on his editorial page. 

Mr. Kann and others who have 
known him for years say it is part of 
Mr. Bartley’s writer's personality to 
reserve his passions for the printed 
page. Mr. Bartley was briefly a re- 
porter for The Journal in the early 
1900's and joined the editorial page 
staff in 1964. 

What he perceived as the hypocrisy 
of the left in the 1960’s, he said, began 
his drift from moderate Republican- 
ism toward the right. As the founda- 
tion of his thinking, he cites his youth 
in Ames. Iowa, where society's struc- 
ture and the values of individual re- 
sponsibility made sense. 

"The pendulum." he said, "has 
gone too far and we need to go back 
and think about individual responsi- 
bility and the values that come with 
that* kind of upbringing." 
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James Leach 

Viewing Whitewater as a 
Matter of Public Ethics 

By Michael Ross 

WASHINGTON 

N ot given to overstatement. Rep. James A. Leach of Iowa is the first to 
admit that as scandals go. Whitewater is no Watergate And yet by a 
twist of fate. Watergate was indirecUy responsible for the fact that Leach 
now finds himself cast as President Bill Clinton's chief congressional 
accuser in the controversy involving a failed Arkansas thrift and its ties to 
a real -estate venture half owned by the Clintons. 

Two decades ago. it was Watergate and a confrontation with another 
President— Richard M. Nixon— that changed Leach's life, propelling him into 
politics and setting hun on a career path that would lead to the House Banking 
Committee, where he now sits as ranking Republican. Then a rising young 
diplomat with a masters degree in Russian studies. Leach had just been assigned 
to Moscow when Nixon fired Archibald Cox as special Watergate prosecutor m 
the Saturday Night Massacre. Outraged by the abuse of presidential power. 
Leach promptly resigned from the Foreign Service, saying his conscience no 
longer allowed him to serve in Nixon's government 
Instead of Moscow. Leach went home to Davenport Iowa, to help run the 
family propane-gas business. When he launched his first bid for Congress in 
1974. only four people showed up for the rally. However, one of them, architect 
Elisabeth Foxley. became his wife the following year. They have two children. 
Elected on his second try in 1976. Leach has easily won reelec lion ever since. 

Soft-spoken and almost priestly in demeanor— a colleague jokes that when 
Leach speaks, he expects "the words to come out in Latin"— Leach is. at first 
blush, an unlikely candidate to take on the President. Though a fiscal 
conservative. Leach is so liberal on social issues that his fellow Republicans 
frequently deride him as a "crypto- Democrat." Indeed. Leach's main targets 
have been Republicans- Nixon for Watergate. Ronald Reagan for Iran-Contra 
and the GOP leadership for its embrace of the religious nghL He was a friend 
and defender of George Bush, but often voted against the latter’s positions. 

Until now. Leach. 51. was perhaps best known for the crusade he waged in 
the Banking Committee during the 1900s, to stave off what he warned was an 
impending m. crisis by requiring thrifts to increase their capital and restrict 
speculative investments. At the time, he was widely ignored by both Democrats 
and GOP, who now ruefully admit they were wrong while he alone was right. 

In Whitewater. Leach has an issue that friends say engages his two main 
passions: banking and public ethics. And in the party pariah, the GOP leadership 
has found an unlikely but useful champkm-whose squeaky-clean record and 
history of nonpartisanship makes him nearly Impervious to Democratic charges 
that he is only trying to embarrass Clinton for political reason*^ 
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Q uestion: riiTp^m &%merkanser* 
still unsure what Whitewater is about 
and have trouble understanding the Cha- 
lons' role in it.Sojo start with, what is 
Whitewater about and why should Ameri- 
cans care about it ? . .*■»• !«■ : ; 

Answer: Whitewater la about conflicts 
of interest . . . involving a real -estate 
investment in which one-half of a part- 
nership put in substantially more re- 
sources than the other half. They also 
involve the intermixing of taxpayer- 
guaranteed resources with a private ven- 
ture. to the potential advantage of a 
public official. That is what makes the 
circumstance a public rather than simply 
a private interest. It should be stressed 
that on the public r ecord is the fact that a 
failed savings and loan infused ter more 
capital into Whitewater than then -Gov. 
(Clinton). ' 

In a nutshell, you have a conflict of 
interest in multithousand -dollar propor- 
tions which may have contributed to 
mulimuilion- dollar losses for the taxpay- 
er when the SAL subsequently failed - 
due. in part, to us investment in White- 
water and other real -estate ventures of 
quasi -similar composition. 

Q: you have been conducting your own 
Whitewater probe and have turned over 
the results to Special Counsel Robert B. 
Fiske Jr. What evidence did you find to 
show that money was diverted from Madi- 
son Guaranty to Whitewater? 


Michael Ross covers Congress for The 
Times 
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At We provided a series of check stubs 
that show money flowing (into Whitewa- 
ter | from Madison -affiliated entities. 
Then there is on the public .record the 
Madison Marketing 97.500 check that 
went to pay off a Clinton loan. Then (RTC 
investigator) Joan Lewis has indicated 
that she. found approximately 970,000 
going . into Whitewater over a six- 
month period alone. 

So you have three precise sets of 
evidence. One is the 97.500 check.- one is 
the 970.000 transfer, for which, by the 
way, there is also a check trail, and 
thirdly, the check stub* that relate to a 
series of small transfers in an earlier time 
period. That is the evidentiary circum- 
stance laid on the table. 

Q: And do you believe the Clintons were 
aware of at least some of these transfers? 

A: If one views the former governor 
and former first lady of Arkansas as 
passive investors with little involvement 
in the deal-making ethos of the politics of 
the time in Arkansas, then it is credible 10 
assume that they might not have known 
On the other hand, if one's assessment of 
(the Clintons) is a little more skeptical, 
one might reach a different conclusion. 
Those are judgmental elements at this 
time, not proven circumstances. 

But let me stress that Whitewater also 
received an infusion of funds from a 
small -business investment corporation 
(Capital Management Services. !nc.| 
and its former head, who has plea-bar- 
gained with the special counsel, ha? 
i alleged that the governor urged him u» 
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make this particular loan and that the 
funds for this loan originally came from a 
substantial loan from the SfcL Madison 
Guaranty So these are the allegations on 
the table, though they are by no means 
proven. 

Q: Poll* also initMUthaTyMsi Ameri- 
can* believe the media is paying too much 
attention to Whitewater. How ha* the 
media handled it in your mew? 

A: Yes. we have given too much 
attenuon to the issue. My own sense is 
that what you have here is an issue of 
public ethics that deserves being raised— 
and then deserves being resolved. All the 
minority ever requested almost five 
months ago was for a hearing on the 
subject. If that hearing had occurred, this 
would have been a one -to -three -week 
issue. As it worked out. the decision to 
deny public accountability piqued public 
interest, and particularly press interest, 
and the issue escalated .... It's one of 
the reasons why I have repeatedly sug- 
gested that, with full public disclosure 
and full accountability. I am more than 
willing— in fact. I am quite eager— tb 
bring this issue to resoiuuon. It's my view 
that accountability is in order, but that a 
constitutional crisis is not. 

Q: Republicans say Democrats are trying 
to keep Whitewater from coming out. But 
didn't Republicans try to do the same thing 
with Democratic -driven probes like Water- 
gate. Iran-Contra ana iraqgate— which 
you uourseli opposed ’ 

A: Wait just a minute. 1 am on the , 
public record as supporting the Iraqgate I 
inquiry I was also Congress' leading critic 
on the legal and constitutional implica- 
tions of the Iran-Contra policy. 1 support- 
ed every investigation in the House 
Banking Committee— including those 
cnticai of a number of Republicans. In 
fact. I suggested the investigation of 
Reououcan Gov < Fife) Svmington 


Los Angeles Times 
April 4, 1994 


The only investigation I had doubts about 
was the so-called October Surprise, 
which is the one issue in which George 
Bush was somewhat vindicated. 

Now. I didn't draw the same conclusion 
that everyone did (about Iraqgatel .... 
But I supported the decision to go ahead 
with the inquiry. 

Q: You've been described as moderate 
and nonpartisan. But now some Democrats 
are saying that ambition has driven you to 
the right; that you're looking for a party- 
leadership position,- that you’re much more 
partisan now. Who is Jim Leach, and why 
is he so fixed on Whitewater? 

A : First, let me say that I'm perplexed 
at all of the motivational queries. In all of 
the major (congressional! probes of the 
last several decades, no one .. . ques- 
tioned the motives (for holding them). In 
terms of party leadership. I'm not a 
candidate for any House leadership posi- 
tion. and I’ve made that very clear. 

But if you’re looking for motives, part 
of it relates to a strongly held conviction 
that public ethics are not an issue of the 
left, right or the center. I feel this very 
strongly. To paraphrase Barry Goldwater. 
“Moderation in the pursuit of truth is no 
virtue and vigilance in defense of public 
ethics no vice." 

In terms of happenstances. I came to be 
the ranking member of the committee of 
jurisdiction over the S&L circumstance 
. in which state governments in a 
smali numoer of states played a sigmfi- j 
j cant role in the losses that occurred. | 

I've argued that there is a tnpod of 
! responsibility for the largest, single, do- 
mestic public-policy mistake of the cen- 
tury— the quarter- tnllion-dollar SAL de- 
bacle. 

One part of the tnpod relates to loose 
laws passed by a loose Congress: a second 
part relates to ideological decision-mak- 
ing within the Reagan Administration on 
deregulating an industry that demanded 
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certain sianaaras. ana the third part 
relates to a small number of states— in 
particular. Texas. Louisiana. Arkansas, 
and California— which failed both at the 
regulatory end and at the legislative and 
executive levels to rccogni 2 e their re- 
sponsibilities to the deposit- insurance 
system ... 

In Arkansas, the percentage losses 
were as extraordinary as they were in any 
state ... While Whitewater started out 
as just a basic real -estate development 
effort, by the time it was over, it had 
become a real -estate development effort 
that included substantial infusions of 
taxpayer- guaranteed resources In 
the end. it was the taxpayer that picked 
up the tab for some of the speculative 
investments of a political figure. 

So all 1 would suggest is that mouva- 
tionai aspersions are no substitute for full 
disclosure. They are not answers to the 
questions raised. 

Q: Are you under pressure from the GOP 
leadership to press ahead with your probe? 

A: No. sir. 

Qi What about the motives of some of 
your more partisan colleagues? 

A: I am very ill at ease with speaking 
about partisanship, but 1 will say this: It is 
a responsibility of all minority parties in 
all Western democracies to shine the 
spotlight of embarrassment on the ruling 
or governing parties when they breach 
the law or breach public ethics. 

I also believe it's the constitutional duty 
of a member of Congress to oversee the 
executive branch .... By chance, as the 
ranking member of the committee of 
jurisdiction, a little extra responsibility 
has fallen on my shoulders. Not by choice, 
but by circumstance. 

Q: The Democrats say they will allow 
Whitewater hearings only if they don’t 
interfere with Flake's investigation. Are 
you confident that hearings will be held? 

A: It's more likely they will be held in 
the Senate than m the House . ... But I 
have some doubts that full-blown hear- 
ings will be held. 

Qs Will you press the issue when Con- 
gress returns from its spring recess? 

As This is a good tune for a bit of a 
respite. Then is no Individual in America 
who weulifibe happier to put this issue 
behind them more than I— with the 
possible exception of the President and 
the First Lady. 

Q: Are you saying you are not going to 
press for hearings, that you've made your 
case and are ready to let things lie as they 
are for a while? 

A : No. no ... . But my own sense is 
that now would be a good time to give the 
special counsel a little bit of rope to 
proceed. While Congress has historically 
had in -tandem probes with U.S. attorneys 
or special prosecutors, there is no neces- 
sity that they occur at this time. A little 
slack isn’t inappropriate. 

Q: Are you confident Fiske will do a 
thorough job in his investigation? 

A: I firmly believe Fiske is a very 
honorable man and that he will do a very 
honorable job. If I were to give him any 
advice, it would simply be to give the 
President of the United States the benefit 
of the doubt at every turn. 

Q: The Democrats fear Republicans will 
use Whitewater to sidetrack health care and 
other issues on Clinton's legislative agenda 
What is the likelihood that Whitewater wiL 
overshadow the congressional agenda * 

As I personally, totally and completed 
concur that it’s crucial we not let an issue 
like this sidetrack the three mam agenda 
items of this year in Congress— which are 
health, welfare reform and crime legisla- 
tion .... But the way you put Whitewa - 
ter behind is to have full disclosure and 
full accounting. Unless and until you do. 
Whitewater will continue to have .. 
momentum of its own I 
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Controversy 

■ Clearly Congress needs to pass a law 
exempting presidents, while in office, from 
the governmental investigation or prose- 
cution of any matter other than malfeasance 
in current office. A federal law could extend 
the statute of limitations on other actions 
until the end of the final presidenual term. 

The executive branch is being seriously 
damaged by politically motivated investi- 
gations. Soon only a living saint will be able 
to function in office and I am not convinced 
that such a holy man would be in the 
country's best interests. 

BARRY J. WALSHE 
Newport Beach 

■ Investigating the Whitewater affair at this 
point is a clear case of sandbagging after the 
flood. However, now that Congress is in such 
a virtuous mood, it might be a good time to 
suggest a way to prevent future indiscreuons 
of this nature. 

Quite simply, a law should be passed that 
all elected officials get their taxes audited 
every year. Not only would it help to keep 
politicians in line, it may raise a good deal of 
revenue. How about it. Sen. Dole? 

WILLIE WATSON 
Lawndale 

■ In your editorial of March 28 you ask. "Is it 
reasonable to establish a set of ethical 
expectations for our poliucians that rises 
along with their prominence, thus setting up 
a situation in which the bombshell explodes 
only at the point at which u is most damaging 
to the country?" My answer as a citizen voter 
uncommitted politically is a resounding yes! 
It is not only reasonable but essential to have 
leaders of moral fiber. Not considering here 
the issue of having to trust them nor the 
effect of leadership role models on the rest of 
us. to tolerate and accept less from national 
leaders is a sure route to the disruption 
caused by certain exposure of their wrongdo- 
ing. I. as a citizen of our beloved country, will 
continue to expect honestv for my vote. 

ARTHUR WONG 
Topanga 

■ The Tunes reported on Republican Rep. 
Jim Leach's charges on the House floor 
against President and Mrs. Clinton's dealing 
with their Whitewater investment (March 
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25). Leach's extensive charges came after a 
months-long invesugauon and then he ad- 
mitted that the evidence does not directly tie 
Clinton to any wrongdoing. He then ac- 
knowledged that "on the landscape of politi- 
cal scandals” Whitewater may end up being 
oily “a bump. " 

Then why do the Republicans keep insist- 
ing that there is any need for congressional 
hearings? The Republicans are trying their 
best to turn this bump in the poliucal road 
into a Watergate/Iran -Contra mountain. 
This is ample indication that the President’s 
opponents have little else to offer than 
tabloid-style politics at a time when we need 
serious plans to direct the country on the 
path to prosperity and justice. 

GARY ZEMBOW 
Hollywood 

■ Regarding the March 24 "press confer- 
ence." which was centered on the White- 
water scandal, it's quite insightful to me that I 
never once heard the name Vince Foster. 
Neither did I hear the words “shred" or 
“cover-up.” I suppose this scenario should be 
preserved in some form for the next clinic on 
“our hard-hitting press at work.” What a 
marshmallow toes! 

BARRY COOK 
Newhall 

■ Robert McFarlane (Commentary. March 
23 ) suggested that President Clinton and Sea 
Bob Dole get together and agree to discontin- 
ue Whitewater hearings if Clinton will 
publicly come clean. He cites the example of 
President Eisenhower. Sen. Lyndon Johnson 
and Speaker Sam Rayburn. The problem 
with this is that Eisenhower, unlike Clinton, 
was elected by an overwhelming majority, 
never told a lie and was a war hero rather 
than an embarrassment to the military. 

We have elected a President based on 
promises (turn the economy around, reform 
health care. etc. ) instead of character, suture 
and honor. If Clinton went “ . . before the 
people and (laid) everything out.” who would 
believe him after a history of constant 
dissembling? 

ARTHUR EVANS 
Redondo Beach 

■ Can Clinton pardon everyone associated 
with Whitewater for any possible crimes 
now. saving investigators years of work, or 
must he wait for Christmas like George Bush 
did? Of course we would nruss the spectacle of 




Congress embarrassing itself in hearings anc 
destroying any possibility of criminal indict- 
ments. 

STEVEN SITTIG 
San Dimas 

■ Congratulations to Hillary Clinton for her 
astute business sense and ability to profit in 
the late 70s bull commodities market . 
and shame on the media and The Times for 
implying that this was somehow indecent or 
improper (March 30). Do I detect a hint of 
envy? Look up investment in the dictionary 
and learn not only that profiubility is a goal, 
mvesung is a key element of our free -market 
economy. 

Had Hillary significant losses, her de- 
tractors would be quick to imply she was 
squandering hard-earned family "milk mon- 
ey.” This Republican is liking Ms. Clinton 
better every dav 

BILL RYAN 
Dana Point 
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Whitewater 
Wasn’t All that 
Seemed Fishy 
At Madison 

By ROBYN MEREDITH 

WASHINGTON — James B. 
McDougal, President Clinton's 
former business partner, ar- 
ranged a series of questionable 
real estate deals in addition to 
the famous Whitewater venture, 

: according to regulatory doc- 
I uments. 

1 The deals apparently led to 
the demise of Mr. McDougal’s 
Arkansas thrift 
The Office of Thrift Supervi- 
sion released nearly IS pounds 
of documents Thursday relating 
to Mr. McDougal’s failed Madi- 
son Guaranty Savings and Loan 
in response to a Freedom of In- 
formation Act request filed by 
the American Banker. 

“For several years the major- 
ity stockholders and a group of 
affiliates structured transactions 
for personal gain to the detri- 
ment of the institution," accord- 
ing to an internal document of 
the Dallas Federal Home Loan 
Bank dated February 1988. 

After Clinton Deal 
The earliest documents re-' 
leased by the OTS date from 
1983, five years after then-Ar- 
kansas Attorney General Bill 
Clinton and his wife joined Mr. 
McDougal and his wife in buy- 
ing 230_ acres that werelater 
known as the Whitewater 
estates. 

Rep. Jim Leach, R-Iowa, has 
charged that the development 
company that they formed end- 
ed up skimming off deposits 
from Madison, costing taxpay- 
ers money when it failed. 

"Whitewater may have begun 
as a legitimate real estate ven- 
ture, but it came to be used to 
sldm, directly or indirectly, fed- 
erally insured deposits from an 
S&L and a small business in- 
vestment corporation," Rep. 
L ea ch said in a March 24 spee ch . 

“When each failed, the U.S. 
taxpayer became obligated to 
pick up the tab,” Rep. Leach 
said. 

Snbaidiary Used 

None of the documents re- 
leased by the OTS mention the 


OTS documents 


show other dubious 


deals by a former 
Clinton partner. 


President or his wife. 

Instead, they shed light on 
how Mr. McDougal used a thrift 
subsidiary, Madison F in a nci al 
Corp., in its real estate deals. A 
grand jury indictment charges 
that the subsidiary would bor- 
row money from the thrift to 
buy land for real estate ventures, 
allegedly using straw borrowers. 

Because the transactions 
showed up on the affiliate’s 
books, they caused Madison Fi- 
nancial to appear to earn a prof- 
it. As a result, its chairman and 
president - Mr. McDougal - 
earned a 10% bonus from the 
company. 

Insolvent In W 

The documents showed that 
regulators knew as early as 1984 
that Madison was insolvent, al- 
though they did not take it over 
until 1989. 

It was common in the 1980s 
for regulators to exercise such 
forbearance, since the federal 
government had not allocated 
money to resolve insolvent 
thrifts like Madison. 

The 1988 document from the 
Dallas Federal Home Loan 
Bank focused heavily on the real 
estate transactions. 

“These projects were devel- 
oped and marketed via business 
entities owned or controlled by 
the majority stockholders, re- 
sulting i n substantial cash pay- 

In 1988 the Dallas 


Home Loan Bank 


wrote of insider 


transactions. 


meats to themselves and other 
affiliates,” the regulators memo 
reads. 

“Corporate resources were 
u tilized to develop large real es- 
tate projects through the wholly 
owned service corporation. 
Madison Financial.” the memo 
said. 

Audits of the S&L showed it 
was insolvent to the tune of $5.6 
million at the end of 1983, and 
by $10.4 million in 1986. By the 
end of 1987, Madison had a 
$12.1 million deficit capital po- 
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sition. the Dallas memo said. 

In 1985. Mr. McDougal held a 
fund-raiser in Madison Guaran- 
ty’s lobby to help then-Gover- 
nor Clinton retire his 1984 cam- 
paign debts. 

Five years later, Mr. McDou- 
gal was indicted on charges of 
bank fraud. Madison failed in 
1989, costing taxpayers and esti- 
mated $60 million. 

The documents also show that 
Madison ballooned in asset size 
after Mr. McDougal came to 
control it Much of the growth 
was funded by brokered de- 
posits. 

“Its standings increased 
1,437.99% from December 31. 
1982 to December 31. 1985,” 
regulators wrote in the Febru- 
ary, 1988 memo. "This rapid 
amount of growth was not ac- 
companied by proportionate in- 
creases in capital.” Z 
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GAO Cites Insider Lending Abuses 
In Most ’90 and ’91 Bank Failures 


By ROBERT M GARSSON 

WASHINGTON — Insider 
lending was a problem in the 
majority of banks that failed 
during 1990 and 1991, but simi- 
lar abuses were evident in 
healthy banks as well, according 
to the General Accounting 
Office. 

The Congressional watchdog 
agency said the 175 failed banks 
with insider problems cost the 
insurance fund $5.4 billion. 

The most common abuses 
were preferential loan rates and 
loans that exceeded a bank’s le- 
gal limit. 

To cope with insider abuse, 
the accounting office recom- 
mended that regulators include 
a thorough review of insider ac- 
tivities in the next round of ex- 
aminations for all banks. 

Director*’ Role Stressed 

In addition, the agency said 
communications between exam- 
iners and bank directors should 
be improved. 

Examiners should take steps 
to ensure that directors under- 
stand the problems facing a 
bank as well as the general prop- 
osition that such problems “are 
most often a consequence of de- 
ficiencies in the overall manage- 
ment and oversight by the di- 
rectors.” 

The GAO study showed that 
insider lending problems were 
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contributing factors in 175, or 
61% of of the 286 bank failures 
in those years. 

Poet Facto Investigation 
The accounting office also 
said that examiners were not do- 
ing as well as they should in 
identifying insider problems. 
Federal Deposit Insurance 


Corp. investigators working af- 
ter the bank failed were more 
likely to identify insider prob- 
lems than were examiners work- 
ing in the institution while it was 
still open, the study showed. 

However, examiners did a 
better job in identifying losses 
from insider loans, the GAO 
said. 

The study said investigators 
have an advantage over examin- 
ers in ferreting out insider vio- 
lations. 

“Former bank employees are 
more likely to be willing to talk 
to investigators about insider 
problems after a bank has failed 
and their jobs can no longer be 
jeopardized by such discus- 
sions.” the report noted. 

The GAO analysis showed 
that insider violations were 
strongly associated with man- 
agement problems. 

Problem* Listed 

Among the problems cited in 
the study were the failure of 
management to respond to regu- 
latory criticisms. negligence, and 
passive or negligent directors. 

The GAO also selected 13 
banks that had not been closed, 
and found that insider viola- 
tions had been cited in 10 of the 
institutions. 

Insider problems consist of 
fraud by insiders like bank offi- 
cers and directors, insider abuse, 
and loan losses to insiders. Z 
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Another Former OTS Aide Joins 
Regulator of Fannie and Freddie 

Alda Alvarez, director of the ing the financial services prac- 
Office of Federal Housing Enter- tice. with particular emphasis on 
prise Oversight, has snagged an- banking and regulatory work, 
other Office of Thrift Supervi- 
' sion official. * * * 


I Joining the regu- 

lator of Fannie Mae 
and Freddie Mac - 
as head of examina- 
tions and regulatory 
oversight - is Mari- 
anne D. Wright, 
who since 1989 has 
— been assistant re- 
gional director in the OTS’ West 
Region office in San Francisco. 

She will direct federally man- 
dated Financial examinations of 
the two secondary-market agen- 
cies, formally known as the Fed- 
eral National Mortgage Associa- 
tion and Federal Home Loan 
Mortgage Corp. 

Ms. Wright is the third senior 
OTS official to join the agency 
since it was formed last June. 


Friday was Dick Syroa’s last 
day as president of the Boston 
Fed. and today is his first as 
chairman of the American Stock 
Exchange. 

Cathy E. M Indian, first vice 
president, will run the bank until 
a permanent replacement is 
named. Don’t look for an an- 
nouncement soon, though. The 
Boston Fed’s board hasn't yet 
decided on a search firm. 

* * * 

Jan Shinpoch has left her po- 
sition as banking aide to Rep. 
Larry LaRocco to become feder- 
al liaison to the Texas Depart- 
ment of Insurance. Her duties 
will be assumed by the Idaho 
Democrat’s legislative director. 
Mark Brownell. 


Margery Waxman, who 
served as acting general counsel 
to the Department of Treasury 
during the Reagan administra- 
tion. has joined the law firm of 
Greenberg, Traurig. 

Larry Hoffman, the Turn’s 
managing director, said Ms. 
Waxman will focus on expand- 


* * * 

At the Federal Housing Fi- 
nance Board. Rita I. Fair took 
over last week as acting manag- 
ing director with the departure 
of Phil L. Conover. She had been 
assistant to acting chairman 
Nicolas P. Retsinas. □ 


The Week ahead 



Empty Capitol: Congress continues its Easter recess this week. 
Lawmakers are scheduled to return next week. 




Ludwig Milestone: Comptroller of the Currency Eugene A. Lud- 
wig celebrates one year in office today. Four more to go on his five- 
year term. 

Thrift Convert kxn: National Economists Club luncheon. Michael 
Laub of State and Federal Associates Inc. speaks on topic: “Who 
profits from the changing ownership status of mutual thrift institu- 
tions?" Noon at the Library of Congress. Madison Building, 101 In- 
dependence Ave. SE Call 703-532-9048. □ 
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Inquiry Strains the Ties 
Of Administration Aides 


By GWEN IFILL 

WASHINGTON. Aprii 2 — The 
strong bond between the Treasury 
Department and the White House — a 
link that has been central to the Clin- 
ton Administration's effort to turn the 
economy around — has been strained 
in recent weeks by the fallout from 
the Whitewater investigation. 

White House officials who spoke on 
condition of anonymity said they be- 
lieve that damaging disclosures 
about two of the President’s top ad- 
visers. George Stephanopoulos and 
Harold M. Ickes. were the work of 
Roger C. Altman, the Deputy Treas- 
ury Secretary. 

And many Treasury officials are 
equally convinced that Mr. Altman 
took too much of the early blame for 
participating in a White' House dis- 
cussion of the investigation by the 
Resolution Trust Corporation, the 
agency he heads that is charged with 
unraveling the savings and loans col- 
lapses. 

Mr. Altman, who once routinely 
roamed the halls of the White House 
to attend various meetings about eco- 
nomic strategy and health care, has 
spent more time lately with lawyers. 
He flatly denies that he leaked any 
damaging information about White 
House officials. 

But the suspicion has taken at least 
shallow root in the Administration 
because of the workings of the grand 
jury that is investigating the Govern- 
ment’s oversight of Madison Guaran- 
ty. the failed Arkansas savings and 
loan that was owned by James B. 
McDougal, a former Clinton business 
partner. A number of Administration 
officials have acknowledged holding 
’’inappropriate" conversations relat- 
ed to the matter at a time when the 


A White House- 
Treasury gulf 
grows. 


Resolution Trust Company was in- 
vestigating Madison. 

Morale and trust have been under- 
mined at both Treasury and the 
White House, officials at both institu- 
tions said. Leaks to the press have 
been traced and speculated upon with 
an intensity that belies the calm offi- 
cials seek to project. 

One piece of evidence. President 
Cknton and Treasury Secretary 
Lloyd Bentsen discussed the frayed 
relationship as they flew on Air Force 
One to Dallas last weekend. 

And in the hallways of the White 
House, senior officials who used to 
casually pick up the telephone or stop 
to chat with T reasurv officials in the 
West Wing hallways now hesitate be- 
fore thev make a call, and avert their 
eyes wnen thev see a colleague com- 
ine who mav have testified before the 
grand lurv sain one official "There 
is a much higner level of distrust, ana 
ii s aliening the way people deal with 
each other " 

But as the distance between offi- 
cials working in two buildings sepa- 
rated only by a narrow street has 
grown, some senior officials have 
said that the current flurry of finger- 
pointing will not cause lasting dam- 
age. 


'Bearing Up Prettv Well* 

I think ii s understandable tnat in 
the last few weeks there s been a fair 
amount of stress on the White House, 
on people who serve there." David R. 
Gergen. the counselor to the Presi- 
dent. said this week. "1 think people 
are bearing up pretty well under the 
circumstances." 

Much is at stake. Treasury and 
White House officials, who worked 
together closely to mount successful 
campaigns last year on behalf of the 
Administration s economic plan, the 
North American Free iraoe agree- 
ment and on trade policies toward 
Japan and China, still have a full 
plate. 

This week, Mr. Bentsen met with 
officials about Treasury's role in the 
gun-control provisions of the anti- 
enme bill, and on Monday, Mr. Alt- 
man will resume his seat at the 
health care strategy planning ses- 
sions run by Mr. Ickes. 

Top officials, including Mr. Bent- 
sen, Mr. Allman and Mr. Siephano- 
pouios. have been attempting to clear 
the air through intermediaries. 

"I think the White House knows 
that the Treasury is totally support- 
ive," Mr. Allman said in an interview. 

"As far as I'm concerned, we’re 
still a team," Mr. Stephanopoulos 
said. "We’re still a close team. We’re 
a team that produced a lot." 

Accounts of the contacts provided 
by Mr. Altman and Joshua Steiner. 
Mr. Bentsen s chief of staff, have 
often conflicted with each other, and 
also with more benign interpretations 
offered by White House officials like 
Mr. Stephanopoulos. 

"The feeling before all this was 
that Treasury was working like clock- 
work." one official said. 

'Everybody Is Skittish' 

One White House official com- 
plained that personal friends are now 
"setting up Chinese walls in private 
conversations." Another said that 
"everybody is skittish." 

Mr. Clinton has offered blanket 
support for his advisers, following a 
script the White House has used in 
other tight spots, in which he admits 
mistakes were made but that they 
were neither venal nor intentional. 
And Hillary Rodham Clinton tele- 
phoned Mr. Altman after he recused 
himself from the Madison investiga- 
tion to reassure him that he would 
survive the adversity. 

Mr. Bentsen has maintained an art- 
ful distance from his wayward aides, 
offenng support for them when 
pressed, but ordering up an ethics 
investigation into their behavior 
nonetheless. 

"It did not make me happy, I can 
assure you of that," Mr. Bentsen said 
of the senes of missteps. "But 1 also 
understand these things happen. 1 
have been around here a long time." 

Part of the reason the uneasiness 
has continued to flourish is that Mr. 
Robert B. Fiske Jr., the special coun- 
sel investigating ihe Whitewater af- 
fair. has asked White House and 
Treasury officials to hold off on their 
own internal investigations so as no- 
io taint me grand lurv inquiry Mr 
Bentsen demonstrated his concern 
about the growing perception that he 
is in charge of a fractured agency on 
Friday when he summoned reporters 
to his office to defend his staff and 
insist that business is continuing as 
usual at Treasury. 


He said that Jean Hanson me gen- 
eral counsel to Treasury wno toig 
White House lawyers aoout an R T C 
recommendation to begin a criminal 
investigation on Madison, nas "a won- 
derful reputation for integrity and 
ability." He would not dismiss her for 
her mistake, he said, "unless there s 
more than I know now.” 

Mr. Altmaa he said, “is very bright 
and a hard worker.” Mr. Steiner, he 
said, "has done a hell of a job." 

Mr. Steiner. Mr. Bentsen said, told 
him of his telephone conversation 
with Mr. Stephanopoulos about Jay B. 
Stephens, a Republican prosecutor 
who* was hired by the R.T.C. to con- 
duct a portion of the Madison investi- 
gation. And Mr. Allman, he said, as- 
sured him he has never leaked infor- 
mation damaging io the White House 

Officials insist that while the at- 
mosphere may be poisoned, policy- 
making has not been derailed. 
"Clearly things are more tense than 
before," one senior official said. "Bui 
this kind of stuff can tear depart- 
ments apart, and that s not happen- 
ing at all.” 
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Clinton: Yet Another 
Scandal-Plagued Presidency 


By KavinPtiHpt 

WASHINGTON 

M ake no mistake: Whitewater is 
about a lot more than possible 
small-time financial chicanery 
and a minor- league Washington 
cover-up. We are talking about 
control of the presidency in 1996 
or earlier— and the only thing that 
matches conservative and Republican 
political opportunism is liberal and Demo- 
cratic hypocrisy. 

GOP stalwarts, uninterested in getting 
to the bottom of Watergate or Iran-Con- 
tra. are now suffused with patriotism in 
pursuing Whitewater and the other alle- 
gations about BUI Clinton. Conversely, 
there are too many congressional Demo- 
crats. once outraged over the immorality 
of earlier GOP regimes, whose past insist- 
ence on the public’s right to know has 
become acquiescence in this Administra- 
tion's desire to have the public not know. 

No one should be surprised. This is 
human nature. It is also political history— 


Kevin PhiUps. publisher of American 
Political Report, is author of " The Polities 
of Rick ond Poor.” His most recent book is 
“Boiling Point Republicans. Democrats 
and the Decline of Middle-Class Prosperi- 
ty” (Random House). 


and given the inadequate attention paid to 
such precedents in the television age, it 
may be useful to examine Whitewater and 
other Clinton controversies in the per- 
spective of past political scandals. 

To begin with. Whitewater— the land 
deal, with its related savings -and -loan 
chicanery— isn't enough to bring down 
Clinton. Even Watergate was less a single 
event than a catchall. When Richard M. 
Nixon was forced out of office in 1974. the 
anti-Nixon furor fed on a wide range of 
issues beyond the break-in: the Nixon 
Administration’s larger involvement in 
political espionage, the Daniel Ellsberg 
break-in. the ITT scandal and others. The 
scandal furor of 1973-74 was also a 
showdown over which party would pay 
for the failure in Vietnam— the Demo- 
crats who fumbled militarily or the GOP 
who used it as a cover for violating civil 
liberties. 

However, if CUnton won’t be brought 
down by any single episode, it is possible 
! to see the outline of a larger GOP 
indictment— a contention that Whitewa- 
ter is but one facet of a flawed Clinton 
morality that began with draft evasion 25 
years ago; then broadened with shady 
financial deals in 1970s and 1960s Arkan- 
sas; took further shape with Gennifer 
Flowers, and may now involve a Wash- 
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ington abuse of power and cover-up. 

For the President is America’s chief of 
stale as well as the leader of a political 
party, and he is at risk if he can’t measure 
up to a moral-leadership role. Nixon 
couldn’t and was forced to resign; Lyndon 
B. Johnson, a well-known financial and 
political finagler. may have been investi- 
gated and ejected in the post- Watergate 
climate; Clinton may be vulnerable today. 

Clinton is certainly not the first finan- 
cial hustler in the White House. Other 
modem Presidents have been touched by 
scandal. The point is that, one way or 
another, most of them— Warren G. Har- 
ding, Harry S. Truman. Johnson. Nixon 
and Bush -were made to leave. If Clinton 
fits the scandal -President pattern, these 
precedents should be discomforting. 

Indeed, polls show that from the first, 
many Americans did not trust Clinton 
because of his draft-board maneuvers, 
the charges made by Flowers and his 
Arkansas wheeler-dealer roots. This pos- 
es the question: Isn’t Clinton's behavior 
typical of small -state governors who get 
to the White House? No— because past 
governors of the smallest states haven’t 
gotten there. Not ever. Jimmy Carter of 
Georgia was actually from one of Ameri- 
ca’s relatively large states. 

Ironically, the 20th-Century Presidents 
tied to the most scandal came from a 
high-powered background: Four were 
U-S. senators from major states (Harding 
of Ohio. Truman of Missouri. Nixon of 
California and Johnson of Texas) and 
three of them had served as vice presi- 
dent. Harding died before he could be 
Warned for the infamous Teapot Dome 
■candal. Truman brought Kansas City 
cronyism to the White House. And John- 
son traded on favoritism to bulk! a 
multimillion -dollar communications busi- 
ness while in Congress. Still another 
President linked to scandal. Bush, had 
earlier been vice president and OA 
director. If there is a scandal precedent it 
should be not to promote vice presidents 
or former vice presidents. 

But a second moral might be: Perhaps 
Americans made a mistake in ignoring the 
old rule, true since Franklin Pierce in 
1852. of not picking a President from one 


of the smallest slates. Thi rule has two 
components: Small -state nominees often 
represented the ideological fringe: Barry 
M. Goldwater of Arizona, in 1964, and 
George S. McGovern of South Dakota, in 
1972, are two examples. The second 
problem is that small -state politics often 
develop out of a small-time climate, 
where the practices leave something to be 
desired. Americans already had some of 
these doubts about Clinton even as they 
elected him in 1992 to be done with Bush. 

Looking ahead, it's unclear if the whole 
surfeit of Arkansas- hustler accusations 
made against the Clintons— from sweet- 
heart commodities deals to shredded fi- 
nancial records, obstruction of justice and 
sexual harassment— can ever reach criti- 
cal mass and make Clinton an Ozark 
Elmer Gantry, unacceptable to Ameri- 
cans. But the argument against electing 
another small-state governor is already 
substantial 

Even if some accusations against Clin- 
ton .get partly proved, the public has 
many types of recourse. Only one is legal; 
most are political. Because so many 
allegations involve behavior in Arkansas 
rather than Washington. Clinton is 
unique— compared with the other scan- 
dal-plagued Presidents— in having his 
controversies emerge early enough for 
his first midterm elections. Truman’s 
mink coat, deep -freeze and five-percen- 
ter messes and Nixon’s Watergate didn’t 
surface until the second midterms ( 1950 
and 1974, respectively). 

The importance of 1994’s scandals com- 
ing in time for the first midterms is 
obvious: Instead of the usual small gains 
made by the party out of power, the GOP 
has a huger opportunity. They could wind 
up gaining three to four Senate seats and 
20 or so House scats— enough to stale- 
mate Clinton and his programs in Con- 
gress during 1995-96. True, the Republi- 
cans could be at risk if they overplay 
Whitewater, but their brooder accusa- 
tions against Clinton are probably good 
politics. The earlier Truman and Nixon 
scandals produced major opposition gains 
in the midterms. 

For all that it’s implausible today, any 
emerging impeachment debate would be 
significant Of the two Presidents against 
whom impeachment has been sm«hl 
since the Republican-Democratic era be- 


gan. Andrew Johnson in 1867 and then 
Nixon, both confrontations were brought 
by an opposition Congress. Johnson, re- 
member. was a Unionist Democrat picked 
by Republican Abraham Lincoln as his 
running mate in 1864. After Lincoln was 
shot hard-line congressional Republi- 
cans, eager to get rid of Johnson, settled 
on impeachment And. of course, when 
Nixon was impeached, opposition Demo- 
crats were carrying the banner. No 
President has ever been impeached by his 
own party. If the unseating of Clinton, 
far-fetched now, should become a serious 
issue, it could be devastating for Demo- 
crats— and possibly cost them control of 
Congress for the first time since 1953-54. 

However, the most likely political ef- 
fect of the charges circling the President 
is to hurt the Democrats slightly this 
November and to hurt Clinton more if and 
when he seeks a second term in 1996. If 
some of the allegations against the Presi- 
dent gain credence, he might not run for 
reelection, and the chances of strong 
opposition in the primaries would grow. 
Indeed, of the four Democratic Presidents 
before Clinton, all but the assassinated 
John F. Kennedy faced tough primary 
challenges to their renomtnation. Weak 
New Hampshire showings forced Truman 
and Johnson to retire in 1952 and 1968. 
and Carter, after surviving a primary 
challenge, was ultimately defeated in 
November. 1960. 

Even the stock market and the econo- 
my could be affected by a major political 
scandal— especially one that generates 
impeachment talk. The 1994 stock market 
Is already in a nose-dive— with politics 
part of the explanation. It’s worth re- 
membering that back in 1973-74. as the 
embattled Nixon Administration fought 
im pea chm ent, its unpaired management 
of the economy overlapped with a major 
recession and the biggest bear market 
since World War II. Were a comparable 
fin a n cial crisis and economic slowdown to 
develop in 1994-95. this could cost Clinton 
the White House two years from now. 

Controversies now embroiling Clinton 
may seem unique. But the politics of 
scandal are a familiar tale in U.S. history. 
While some lessons are encouraging and 
some aren't, they're all worth keeping in 
mind as the various accusations and 
stories play out. □ 
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H HOBART ROWEN T 


A >k Liovu Bentsen a 

question, ana vou can 
almost hear the 

computers click in the treasury 
-ecretary's mind. He gives an 
answer, cautiously, offering not 
a smidgen more than he was 
prepared to say. 

You look up. expecting more. 
Then comes a polite smile — and 
silence, the signal that the 
interviewer might as well go on 
to something else. 

The secretary paused when 
asked if he was surprised by the 
extent of the recent collapse of 
the stock and bond markets— 
and. in keeping with his style, 
didn't answer directly. 

He said that "an accumulation 
of things." no one of which 

would separately have caused 
any jitters, led to the sell-off. He , 
conceded that as the U.S. 
economy forges ahead, there is 
!ess idle manufacturing capacity, 
but that inflationary pressures 
are being held in check by an 
"excess of capacity in Europe." 

Was he saying that the 
financial markets had 
overreacted? The secretary 
smiled. “Let me phrase it the 
other way: 1 think the economic 
fundamentals are still very good 
for growth, with a low inflation 
rate. The overall conditions are 
as good as I've seen them in a 
long time. 

“.And hopefully, this 
correction will give us more 


Bentsen Stands Out 
As Island of Stability 


continuity of growth over the next four years." 

Just a few months ago. the Washington rumor 
mills whispered that Bentsen, now 73, would 
probably leave his post soon, that the department 
was really being run by Deputy Secretary Roger C. 
Altman, ambitious to succeed him. 

But today, Bentsen looks like an island of stability 
in an otherwise embattled Clinton administration. 
Altman got entangled in the Whitewater affair — and 
the talk of Bentsen leaving, to be replaced by 
Altman or anyone else, has faded. 

Any other course would rattle global financial 
markets already concerned by their perception that 
Clinton’s attention to governing has been diverted 
by the Whitewater affair. "But that will pass," 
Bentsen promised. 

"We’ll make progress on our agenda.” Bentsen 
said. "We re going to get a health bill, although like 
any major piece of legislation, there'll be changes." 
Members of the Senate Finance Committee — which 
he formerly chaired — told him after a caucus last 
weekend that "there's got to be something” that will 
get through Congress. 

Bentsen reported that at a recent White House 
meeting of Republican as well as Democratic 
members of the Senate Finance Committee. 
Minority Leader Robert Dole joked that "what we 
want is the Bentsen bill,” a less inclusive health 
reform package offered by Bentsen when he was in 
the Senate. 

To which Vice President Gore rejoined: “What we 
want is the Nixon bill” — a reference to a far-seeing 
health reform proposal made by Richard M. Nixon 
when he was president. 

If there is one area where a bit of pessimism can 
be detected in an otherwise optimistic Bentsen 
overview, it is the fading prospect that the Japanese 
government will agree to boost its domestic 
economy — hence, internal consumer demand — by 
"net fiscal stimulus of any consequence, because of 
the strong influence of the career people at the 
Ministry of Finance." 

His interviewer senses that Bentsen deems a 
strong fiscal expansion by Japan — lower taxes and 
higher spending — as a better way to resolve the 
economic dispute with Japan than a focus on narrow 
or sector-by-sector trade issues. 

But Bentsen won't engage in a public dialogue 
with other Clinton aides who push for 
"results-onented" agreements on specific products 
and services. Bentsen is clearly not the spark behind 
the administrative reinvocauon of the Super 301 
provision of the trade law. 

As the administration's top policy maker on 
international economic issues. Bentsen heartily 
endorsed, when 1 asked him about it. New York 
financier Felix Rohatvn s view that huge additional 
amounts of investment capital are needed to 



LLOYD BENTSEN 

. . . “Well make progress on our agenda" 


support economic growth in the Third World— and 
that such growth is now the critical “engine" for 
sustained economic growth in the developed world. 

In a recent conversation, Rohatyn said that 
financial markets "are the only umbilical cord that 
links us to the Third World.” He suggested that the 
opening of Third World markets to investment 
capital may be even more important than opening 
them to traded goods. 

Bentsen is on the same wavelength. In a March 
18 speech in Los Angeles, he estimated that Asia 
alone (not including Japan) will need to spend $1 
trillion on power plants, highways and infrastructurt 
of all sorts in the next decade. Despite high savings 
rates, Asia will need to import capital. 

Then, there are needs in Europe. Africa and Late 
America. 

How can huge capital needs be supplied? Bentset 
believes that more must come from the World Barn 
and the International Monetary Fund (and that the 
United States must pull its full weight in those 
organizations). 

But he returns to one of his favorite topics: the 
need to find new tax incentives, as he did with IRA 
20 years, to boost U.S. savings toward levels in 
Europe and Asia. 

What does he have in mind? The enigmatic smiit 
returns: "We re going to have to studv it and find 
some things." 



/22Z 6 ) 


4870 


The Washington Post 
April 2, 1994 

’84 Clinton Panel Named as a Suspect 

RTCAsks Fiske to Probe Whether $60*500 in S&L Funds Was Diverted 


By Susan Schmidt 

Investigators for the Resolution 
Trust Corp. last year named the 
1984 Clinton gubernatorial cam- 
paign committee as a suspect in 
their criminal probe of Madison 
Guaranty Savings & Loan, citing evi- 
dence in a detailed referral that the 
campaign may have conspired to ille- 
gally benefit from depositor funds, 
according to a source familiar with 
the case. 

One of the RTC's 10 “criminal re- 
ferrals” on Madison, which have 
been forwarded to special counsel 
Robert B. Fiske Jr., seeks further in- 
vestigation into whether $60,500 in 

Madison funds was diverted to the 
gubernatorial reelection campaign 
with the knowledge of campaign offi- 
cials. 

The investigators’ interest cen- 
tered on an April 4. 1985. fund- 
raiser held by Madisoo owner James 
B. McDougal at Gov. BiD Clinton's 
request to help the governor pay off 
a $50,000 personal loan used for the 
1984 campaign. They also noted 
that some contributions excee d ed le- 
gal limits and urged further investi- 
gation of $10,500 in Madison funds 
that may have ended up in the Clin- 
ton campaign after passing through 
various Madison accounts, including 
ooe m the name of the Clintons’ 
Whitewater real estate yrature. 

The RTC referrals have been 
widely reported but their contents 
have not been known. The disclo- 
sure of the language used in describ- 
ing the campaign's activities is the 
first indication yet of a alle- 

gation of possible wrongdoing in- 
volving the gubernatorial campai g n 

The referral also nanies Hillary 
Rodham Clinton as a possible wit- 
ness, citing the close timing of the 
fund-raiser with her legal represen- 
tation of Madison before state regu- 
lators appointed by her husband. 
The Clintons were partners with 
McDougal in Whitewater Develop- 
ment Corp., and McDougal has said 
he paid Hillary Clinton s law firm 


.. . .onth to help McDougal 
vv regulatory approval for a 

now: f plan. 

President Clinton and Hillary Clin- 
ton repeatedly have said they did 
nothing wrong in connection with 
Madison. They have described her le- 
gal work for the thrift as minimal and 
former Clinton aides have said he had 
no involvement with handling the pro- 
ceeds from the 1985 fund-raiser. 

The White House said yesterday 
it could not comment. “The special 
counsel's looking into it." press sec- 
retary Dee Dee Myers said. “We 
don’t know what's in the referral" 
'jetsev Wright. Clinton’s former 
chief of staff and manager of the 
1984 campaign, said yesterday that 
she was unaware the campaign com- 
mittee was named a suspect in the 
probe. She declined to say whether 
she has received a subpoena from 
Fiske. but said she is furnishing cam- 
paign records at his request. She de- 
clined to comment further. 

Wright and other Clinton aides 
have said that records documenting 
contributions from the 1985 fund- 
raiser cannot be located. 

A second RTC criminal referral 
mentioning the Clintons said that it 
appears Madison funds were divert- 
ed to the Whitewater venture and 
describes the Clintons as “potential 
beneficiaries" but not criminal sus- 
pects. Whitewater was a real estate 
venture jointly owned by the Clin- 
tons and Madison owner McDougal 
and his then-wife Susan. 

The RTC. the federal agency 
charged with disposing of failed 
S&Ls. routinely investigates such 
thrifts for potential civil claims that 
could help recoup some of the tax- 
payer-funded cleanup costs. The 
agency also looks into suspected 
criminal wrongdoing and refers evi- 
dence it develops to the FBI and 
j federal prosecutors. The referrals 
j do not necessarily result in criminal 
, charges. 

McDougal has said he staged the 
April 1985 fund-raiser at Clinton’s 


-3Jo — 


request to help him pay off a 
$50,000 personal loan Clinton took 
out for campaign purposes just be- 
fore the November 1984 election. 
He won reelection easily with 63 
percent of the vote. 

The loan was made by the Bank of 
Cherry Valley, whose president. 
Maurice Smith, served as Clinton’s 
1984 gubernatorial campaign fi- 
nance chairman. The Clintons also 
had a loan for the Whitewater ven- 
ture at the bank. 

Some of the contributions ques- 
tioned by RTC investigators were 
made from checks written on over- 
drawn accounts or from the pro- 
ceeds of loans made for real estate 
or other purposes. 

The referral, according to a 
knowledgeable source, said Madison 
covered overdrafts written on the 
account of Flowerwood Farms, a 
McDougal-owned company that 
sources said investigators describe 
as one of a dozen “shell corpora- 
tions” believed to be used in a check 
kiting scheme to funnel money out of 
Madison. 

The RTC investigators cited loans 
made to real estate ventures of 
Charles Peacock, a director and 
Madison borrower, as another possi- 
ble source of money that ended up in 
the Clinton campaign. 

The Washington Post reported in 
December that a handful of $3,000 
cashiers’ checks generated at that 
fund-raiser has been turned over by 
the RTC to prosecutors. One of 
those checks bears the name Ken 
Peacock, but Peacock, then a 24- 
year-old college student, said in an 
interview that he never contributed 
to Clinton and knew nothing about 
the origins of the check. His father. 
Charles Peacock, has said since that 
time that he made the contribution 
in his son’s name , 

Ken Peacock is among the wit- 
nesses listed on the referral, along 
with several other persons whose 
names appear on $3,000 cashiers 
checks. They include former senator 
J.W. Fulbright (D-Ark.), who is ill 
and has been unable to comment on 
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RTC Prober s Named ’84 

— zsgaags" — Clinton Panel as a Suspect 


the check, and Dene Landrum, who 
has since died. 

Under 1985 Arkansas law. the 
maximum donation a candidate could 
accept from each contributor was 
$1,500 per election. 

Fiske has been asked by the RTC 
to further investigate checks written 
to the Clinton campaign in February 
and October 1985 that appear to 
have caused overdrafts in the White- 
water account at Madison and at 
Madison Marketing, another “shell” 
corporation owned by Susan McDou- 
gaL Those checks totaled $10,500. 
according to a source familiar with 
the referral. 

Those checks and checks generat- 
ed at the fund-raiser were deposited 
at the Bank of Cherry Valley. Fiske 
has subpoenaed Cherry Valley bank 
records. 

The treasurer of the 1984 Clinton 
campaign, L.W. “Bill” Clark, has 
been unavailable for comment on the 
campaign. Smith could not be 
reached yesterday. 

Clinton, like many politicians, used 


money he borrowed from banks to 
contribute to his various campaigns. 
The $50,000 borrowed in 1984 is list- 
ed as a personal contribution dated 
Oct. 29 on his campaign report 

State law requires that a catty- 
paign also report the name of the 
bank, the amount of the loan and the 
name of any guarantor for personal 
loans donated to a campaign. There 
is no such listing included in Clin- 
ton’s 1984 campaign documents. 

Rhonda Langster. director of elec- 
tions in the Arkansas secretary of 
state s office, said yesterday that it 
is up to the individual candidate to 
volunteer that information. Other- 
wise state election officers assume 
the candidate used savings, not bor- 
rowed funds, to cover the donation. 

State law also allows candidates to 
hold campaign events to raise funds 
to pay off bank loans as long as they 
file additional reports identifying the 
names of the donors. 


Staff writer Charles R. Babcock 
contributed to this r e p ort 
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Bentsen Expresses Support for Treasury Staff 


By Clay Chandler 

»«*—«■ P«iSM8Wr»T 

Treasury Secretary Lloyd Bentsen summoned a 
small group of reporters to his office yesterday 
morning for an unusual briefing to express his sup- 
port for Treasury officials who have come under 
scrutiny m connection with the Whitewater affair. 

The officials, he said, "have my fuD confidence as 
far as their integrity and their ability and their eth- 
ics. - 

Deputy Treasury Secretary Roger C. Altman. 
Treasury Chief of Staff Joshua Steiner. Treasury 
General Counsel Jean E. Hanson and former assis- 
tant secretary Jack R. DeVore Jr. have been subpoe- 
naed to testify before a grand jury to describe their 
communications with White House officials concern- 
ing a Resolution Trust Corp. investigation of a failed 
Arkansas thrift with ties to the Clintons. 

It was Bentsen’s most explicit statement of sup- 
port for his staff since a Senate Banking Committee 
hearing m February when Republican lawmakers 
questioned the propriety of meetings between Alt- 
man and White House aides involving the RTC’s 
handling of that ray , 

Bentsen said he called yesterday's meeting to al- 
lay speculation that the Treasury's effectiveness has 
been undermined by a cloud of “rumors and ques- 
tions” about Whitewater. Bentsen said he and his 
staff were tending to business, and continuing to 
work closely with the White House to further Presi- 
dent Clmtor’s pobaes. 

“I don’t see it.” Bentsen said, when asked about 
reports of tension between the Treasury and the 
White House since disclosures last week that two 
senior White House officiate called Altman and 
Steiner Feb. 25 to ask whether the RTC’s selec- 
tion of a prominent Republican lawyer to mveso- 

gate the Arkansas thrift could be rescinded. 

But although Bentsen lauded the performance of 
his staff in general, he stopped well short of issuing a 
blanket endorsement of their conduct When asked 
whether he would vouch as enthusiastically for the 
"judgment” of his aides, he demured: "I would say on 
that ooe, they wish they hadn’t gone” to the meet- 
ings with White House officials, he replied. T think 
they've all said that” 

Later m the 45-minute session, he made a point of 
correcting a reporter who suggested he had charac- 
terized the officia l s ’ actions as “appropriate.” 1 didn’t 
use the word appropriate.’ " he said. 

As chairman of the RTC Oversight Board. Bent- 
sen is prohibited by law from intervening in any RTC 
case. On March 3. he issued a statement saying he 
was not involved in any of the White House meetings 
involving the Arkansas thrift, and had no knowledge 



of them. He also asked the Office of 
Government Ethics to review Trea- 
sury’s handling of the matter. 

He joked yesterday that while a sen- 
ator he learned the hard way about the 
importance of taking quick action to 
counter perceptions of ethical miscon- 
duct. and suggested the White House 
could have responded more rapidly to 
questions about Whitewater. 

Shortly after becoming chairman of 
the Senate Finance Committee in 
1987. Bentsen was criticized for offer- 
ing special breakfast meetings to top 
contributors to his reelection cam- 
paign. but weathered the flap by 
promptly canceling the meetings and 
saying he it was a “doozy” of a mistake. 

At certain times during yesterday’s 


The officials “have 
my full confidence 
as far as their 
integrity and their 
ability and their 
ethics” 

— Treasury Secretary Lloyd Bentsen 


briefing, Bentsen seemed to garnish 
his praise with hints of disapproval. I 
While expressing confidence in the i 
abilities of Hanson, for example, he I 
said that a September meeting with ! 
then-White House counsel Bernard i 
Nussbaum in which she told Nussbaum I 
of a criminal referral mentioning the 1 
Clintons, “was in retrospect, certainly i 
a mistake. Do I fire her over that 7 ” he 
asked. "No— unless there’s more of it j 
than I know about” 

He added pointedly that he is “damn 
sure capable of firing people.” 

Bentsen he also joked about the po- ’• 
litical penis of keeping a diarv. ”1 don't 
keep a diary — 1 want that dearlv un- 
derstood.” he said with a laugh, a ref- 
erence to Steiner's journal, which spe- 
cial counsel Robert B. Fiske Jr. is 
using in his probe of Whitewater." 

In a later telephone interview. Bent- 
sen stressed that he had not intended 
to be stingy with his praise. 

1 have the finest staff in Washing- 
ton,” he said, “and I have every confi- 
dence that they'll continue to be as ef- 
fective in the future as they ve been 
productive in the past” 
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Ex-Fugitive 
S&L Chief 


Convicted 

Md. financier Guilty 
On 11 Fraud Counts 


By Paul W. Val 


BALTIMORE. April 1— Fanner 
fugitive Tom J. Billman was convict- 
ed today of stealing mittens of dol- 
lars from his Bethesda-fcased thrift 
that he used to boost a faffing teal 
estate empire and then to support a 
lavish lifestyle on the lam overseas. 

U.S. District Judge J. Frederick 
Mots found Billman guilty of 11 
of wire fraud and mail fraud 
and acquitted him of five other 
counts in the seven-week trial 
There was no jury because Bflbn a n 
had requested a trial by judge. 

Bflbnan. 53. lis t e n ed intently for 


ecutives, Clayton C. McQusuon and 
Barbara A. McKinney, were acquit- 
ted in 1992 of many of the same 
charges that Billman was found 
guilty of today. 

“It's a real vi n dic ati o n " said U.S. 
Attorney Lynne A. Battaglia. Mary- 
land^ top federal prosecutor. 

Bflbnan. indicted with McQuistion 
and McKinney in 1988, fled the 
United States late in 1988. accord- 
ing to investigators, and lived lavish- 
ly | wbr assumed names for four 
yean in Europe, North Africa and 
South America. 

He captained two yachts in the 
Medit er r an ean Sea and traveled ex- 
.tensively. keeping one step ahead of 


thorities that he was living in Paris. 

After he was c ap t ur ed, Bflbnan 
fought extradition to the United 


McQnstkm and McKinney with con- 
spiring U> divert the bulk of S106 
milSon from Community depositors’ 
a c cou nts in 1985 and 1986 to help 
save a nationwide real estate invest- 
ment venture called Equity Pro- 
grams Investment Corp. (EPIC). 

An additional $28 million, accord- 
ing to p r o se cutors, went to Billman. 
McQuistion and McKinney in phony 
payments for positions they served 
in several interlocking corporate en- 
tities tied to EPIC When EPIC be- 
gan losing money. Hillman and oth- 
ers drained money from Community 
depomors’ accounts to cover losses, 
knowing the money was not likely to 
be returned, prosecutors said. 

Billman and other executives 
"turned Community from a savings 
and loan into an ATM for EPIC," 
Sale said today in final arguments 

t>-i w — _ 

more Mod. 


the verdicts. The financier, who has 
been in custody since March 3. 
1993. when he was arrested in Par- 
is. spoke briefly to his la wyer s and 
shook their hands before he was led 
away by U.S. marshals 
Mots set sentencing for Msy 25. 
Bflbnan faces a po ss i b l e m a x i m u m 
sentence of 55 years ’ l . 

Because he is a fint-time t 

however, the five-year terms for the 
fraud counts are unlikely to be f 


dab are still trying to determine 
how much money Billman has 


tors have sad that he may have as 
much as $22 milbon in secret ac- 
counts in SwitxeriaixL 

Bflbnan. at one time the principal 
owner of the n ow-def u nct Co s wwe - 
ty Savings & Loan Association, in 
Bethesda. joins several other ravings 
and loan industry executives who 
have been convicted of defrauding 
thousands of depos«orsin the Mary- 
land savags and loan crisis of 1985. 
It could not be det ermi ne d immedi- 
ately if he will seek an apped. 

Two other former Commun i ty ex- 


«y ana raaKtecni ig cnarges m a 
French court but was r et u rned to 
the United States to face 16 fraud 
charges related to information in 
mail and telephone calls that prose- 
cutors said furthered Billman's 
scheme to loot accounts at Comma- 

■nr- 

News of high-risk S&L invest- 
ments and lax « e regulations m 
early 1985 in Marytandledto^biic 
runs at several thrifts, including 
Community, and nearly toppled the 




Prosecutor Barbara S. Sale said 
she win seek a “substantial fine" 


ia and frose accounts at many 


r Community’s collapse stranded 
more than 20.000 depositors with- 
out funds until the M ar y la nd knur- 
Fund Corp. — created by the 
on an emergency 


State and federal pros e c u tor s ob- 
tained con v ictions against a doaen 
executives at several S&Ls. includ- 
ing former Old Court Savings & 
Loan president Jeffrey A. Levitt, 
who was recently paroled from a 30- 
year sentence for stealing 814.6 mi- 
ton from depositors. 

The Co mm uni t y in di ctm e nt , cul- 
minating a co mp lex three-year in- 
vestigation by U.S. Postal Service 
inspectors, charged BHlman. 


Circuit Court jury found 

McQuistion. McKinney and othei 
Community officers Sable for $112 
million in civil damages for ths 
thrift’s collapse. The award was 
o v er t ur ne d later by the Maryland 
Court of Special Appeals because a 
derfc accidentally had placed docu- 
ments in the jury room that had not 
been admitted as evidence. 

Bflbnan did not testify during the 
federal court trial here. His attor- 
neys, John Fornaciari and Robert 
Dfoefa. argued that Community’s de- 
mise was caused not by illicit 
schemes, but by a severe slump in 
the real estate market and by dejxw- 
itors’ panic in the S&L crisis — prob- 
lems beyond Bflbnans control 

Farnaasri said that Bflbnan might 
have used bad judgment in some of 
hb b usi ne ss dealings with EPIC but 
that he did not fwwwfi a crane. He 
had “no guilty knowledge.” Fornao- 
an said. 

Tha attorney acknowledged that 
B i lbn a n fled the United States using 
false names and passports, but con- 
tended that he did so because he 
feared being prosecuted and unfair- 
ly. 
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Wallowing 
In Whitewater 

Ttus has not been a triumphant Whitewater 
ween lor the press. Our prophecies of presi- 
dential doom were looking flimsier by the day. 
Our creditably seemed to be sinking fast. 

The fickle public, the new polls tell us, is 
rallying by the milboos to the Clintons' de- 
fease. Their popularity ratings are up signifi- 
cantly; 70 percent of our countrymen think 
weVe gone off the deep end by paying far 
more attends® to this affair than it deserves; 
neatly two- thirds have little or no idea what 
the fvss is all about. 

Poiuaans who have been fence-sitting for , 
months have scr e wed up enough courage to 
challenge — politely, of course— our rush to 
judgment- Mistakes in our reporting are being 
acknowledged, grudgingly in some cases. Cor- 
rections of the record are beginning to appear. 
The Wltite House claims to see light at the 
end of tlie dark Whitewater tunnel. Led by the 
president, it has takes the offensive. Follow- 
ing release of the president’s tax returns. The 
Washington Post c onc e ded that Tax Records 
Back C Union Account” 

A full-fMge ad in the New York Times on 
March 29 declare*: “WE INTERRUPT THIS 
NEWSPAPER TO GIVE YOU THE FACTS ” 

It is a rebuttal to various allegations made in 
the press aiad is signed by about a hundred 
Democratic partisans and political junkies in- 
cluding Charles Manatt. Card Berman. Tony 
Coelho. Midge Costanza, Franklin 0. Roose- 
velt III. Carol Tucker Foreman. Anne Wexler 
and other notables, among them the Washing- 
ton sports impeesaho Abe Pollin as well as 
Tony Randall and Joanne Woodward. 

Revisionism has set in about angry tele- 
phone calls made by George Stephanopoulos 
to Treasury officials over the hiring by the 
Resolution Trust Carp, of a partisan Republi- 
can. Jay Stephens, to handle possible civil suits 
arising out of the collapse of the Madison 
Guaranty Savings and Lose. Those calls made 
a big story with sinister overtones— obstruc- 
tion of justice?— last week, h is a leaser tale 
today. Soon after it was published. Rep. Jim 
Leach, the Iowa RepiAbcan who is leading the 
Whitewater charge, rnu u m i wi d the aenoua- 
oeaaof the calls. They were ‘pretty natural.” 
be said. . I think it would be premature to 
draw too heavy oonduenns* from them. 

House Speaker Tom Foley agreed. Marlin 
Fitzwater, press secretary to former presi- 
dent George Bush, also defended Stephano- 
pouloa. His reaction to dm Stephens fairing, be 
■aid, was "pretty normal. I have to admit that 
if you stand in George Step han opo ul oa’s 
shoes, it would be s little di ffic u lt not to be 
sur pr is e d and outraged by that appointment." 
Earlier, the Republican patnanch. Barry Gold- 
water. had urged Republics* is Congress to 
get off the president’s beck. 

N e w s w eek magaane ate crow early in the 
week over a story claiming Hillary Clinton had 
put no money into a com m odi t i e s market deal 
that earned her a 899.000-pius profit in 1978 
and 1979. The story relied heavily on quotes 
from a law ptofesaor at Columbia University. 
Marvin A. Chireistein. He supposedly de- 
scribed the commodities coup as a "sweet- 
heart deal* and said. Tt doesn’t look wonder- 
fid. does it?” Chireistein denounced the story 
as "false and irr es ponsibl e ." d a rned be bad 
been misquoted and said be was ”«apiy out- 
raged and humiliated* at Newsweek'! <k*or- 
Don of hit remarks. The magazine's Waabmg- 
ton bureau chief, Evan Thomas, sad the 
problem arose from a "misunderstanding” and 
promised. Tf we need to nuke an apology to 
the White House at the end of al this, we 
will." The apology was made a day Ider. 


Ne ws week’s chief competitor. Time maga- 
zine. had its own story this week, pobkabmg 
details about Whitewater that supposedly 
ram* from ‘sources dose to* Robert B. Fake 
Jr., the Whitewater special counsel. Fake 
challenged Time’s claim to have a mole inside 
his shop. He said be was upset and distu rbed 
by the story and has been assured by hie stiff 
that no such leak had occurred. Time stuck to 
iu guns, but the challenge to its reliability was 
part of an emerging pattern in recent days in 
which the press itself is being scrutinised «1 
put on the defensive. 

The Post published a piece in most of its 
editions on March 23 in which the associate 
White House counsel. William Kennedy ID. 
was represented as having admitted that be 
consciously employed a ruse to avoid scrutiny 
of his failure to pay Social Security taxes for 
the family’s nanny. A retraction was published 
by The Past the following day. noting that the 
story "omitted a key word.” He had "not” 
admitted to any effort to conceal the problem. 

William Safire of the New York Times 
caused some journalistic clucking on Monday 
with a column— “Reading Hillary's Mind” — 
written in Hillary Clinton's voice: a stream of 
conaaousoeas account of her fears of being 
exposed as an avaricious yuppie. It was great 
reading, but where, one asked, does a journal- 
ist obtain her mind-reading certificate? Safire. 
a renaissance man. may have mastered the art 
on foreign soil, the Himalayas perhaps. But be 

cited no credential. 

Christopher Hanson, a c o rrespond ent for 
the Seattle Pott-Intelhgencer and a columnist 
for the Columbia Journalism Review, sighed in 
an op-ed piece in the Times: “We are in the 
age of tabloidizatxxi. There must be a book for 
the booboisie. (But) there’s still time to hope 
that the same forces that unleashed all the 
hype and shallow coverage may also prom p t 
some reporters to dig harder. Who knows? 
Someday we may actually learn if there is a 
scandal here.” 

From London. Simon Hoggart of the Man- 
chester Guardian, opined: “The world looks 
on. fearing that its leader will be paralysed by 
events of scant interest or significance to 
anyone at all — perhaps this time even inside 
the Beltway.” 

Many decades past. Walter Lippmann re- 
minded journalists that “every newspaper 
when it reaches the reader is the result of a 
whole senes of selections as to which items 
shall be printed, in what position they shall be 
printed, bow much space each should occupy, 
what emphasis each shall have. There are no 
objective standards here. There are conven- 
tions." 

We are ail aware of the convention that 
admonishes us to be watchdogs and, if neces- 
sary. attack dogs. I am not aware of any 
convention that cautions us from time to time 
to cod it But in tins case it may not be a bad 
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Was Hired 

F^r Inquiry 

For a Reason 


By STEPHEN LABATON 

fern w m» mm vm T— 

WASHINGTON, April 1 - The Re- 
publican lawyer whoae appointment 
to head part of the Whitewater inves- 
tigation prompted cries of outrage 
from the White House got his )ob in 
part because the agency conducting 
the investigation was worried about 
appearing too lenient, officials at the 
agency said today. 

The lawyer, Jay B. Stephens, is a 
j former Republican prosecutor and 
critic of President Clinton. Officials 
at the agency that hired him said they 
chose him to examine the Madison 
Guaranty Savings A Loan Associa- 
tion as a defensive maneuver. As one 
official put it. the agency, the Resolu- 
tion Trust Corporation, “bent over 
backwards" so it could not be viewed 
as being soft on the White House. 

The appointment was sharply criti- 
cized by White House advisers, and 
Mr. Clinton suggested last week that 
it came about because the agency, 
which is the the independe n t Federal 
office charged with unraveling the 
savings and loans collapses of the 
ISM'S, was under the control of Re- 
publican bureaucrats. 

"Everybody who works there was 
appointed by a previous Republican 
Administration," Mr. Clinton said In 
his news conference on March 24. 


Ex-Bank Owner Convicted 


BALTIMORE, AprU 1 (AP) - The 
owner of a failed savings and loan 
was foun d guUty today of embezzling 
mUUons of dollars and fleeing to Eu- 
rope, where he was captured last 
March. 

The former banker. Tom BlUman, 

unSdScSid f^saicl^^SLm 

United States attorney, Barbara Sale. 
Mr. Btltman was arrested in Paris 


after five years as a fugitive ... 
charges that he stole 1^5 minim 
from Community Savins* <uki i ,. a . 
based to Bethesda, Md. Commum. . 
eventually failed and was taken ov. 
by Federal regulators in the istkii - 



Aa Altman A p poin t m ant 

la fact, die appointment of Mr. 
Stephens was made by an agancy 
committee and approved in February 
by the trust corporation’s general 
c ou n s el . Elton B. kuDta, who had ar- 
rived there oni/ a month earttor and 
had been selected by a Clinton ap- 
pointee. Deputy Treasury Secretary 
Roger C Altman. Announcing her ap- 
pointment on Dee. 23, Mr. Altman 
mm "Elton Is an attor- 

ney with a great deal of experience 
with laws pertaining to the thrift in- 
dustry." 

Senior White House officials have 
ack n owledged that wh en they learned 
of the Stephens appointment to Feb- 
ruary they complained to the Treas- 
ury Department about it. Preaecutors 
involved in the investigation of Mr. 
Clinton's investment in the White- 
water Development Company to Ar- 
kaneasjj^ ^been tate M^e ^mo^ 

before a F ederal grand Jury to deter- 
mine whether any laws ware violated 
by the White Howe’s complaining 
about Mr. Stephana. 

Criticism Was Expected 

Officials at the trust corporation, 
who would speak only on tne condi- 
tion of anonymity, said that Ms. 
Kulka and other officials were con- 
cerned that no matter what the agen- 
cy concluded about Madison, it would 
be criticized either by Democrats or 
Republicans, and that the only way to 
insulate it would be to pick someone 
with strong credentials that showed 
no ties to the White House. 

"We knew we were going to be 
nailed for whatever we decide," said 
one senior official at the trust corpo- 
ration. Another Federal regulator 
knowledgeable about the selection 
process said: “They were trying to 
find the safest firm they could get and 
avoid the .appearance of s omebo d y 
who was at aU sympathetic to the 
White House. They bent over back- 
wards to pick someone beyond re- 
proach.'' 
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Only days after Clinton avowed a new openness on Whitewater, the 
scandal moved closer to home, with the special counsel looking into 
reports that Stephanopoulos tried to influence the investigation 



m ITII THF EX* 

Icepnon ot his 
f wile. Bill Clin- 
ton has no 
closer senior 
adviser than 
George Steph- 
anopoulos. In the crucible ot a 
turbulent 1992 campaign. Clin- 
ton came to depend heavily on 
stephanopoulos' combination 
ot razor intellect and political 
instinct. And in a world where 
proximitv i>> power, the 33- 
vear-old son ot a Greek Ortho- 
dox priest holds tortn in the 
work space closest to the presi- 
dent abioimng the Oval Office 
through a private dining room 
Now it appears that Clinton s 
most trusted aide has joined the 
lengthening list ol those caught 
up in the Whitewater scandal. 

Sources told Newsweek and 
other news organizations that 
xtepnanopouios had two phone 
conversations last Feb. 23 that 
mav constitute an attempt to 
obstruct a regulators- investiga- 
tion ot Madison Guaranty, the 
tailed Arkansas S£rL at the 
murks- center ol the allair A de- 
tailed diary, kept by a Treasury 
Department aide and turned over to special 



Blowing off steam, and nondenial denials 


lav Stephens, a prominent former Republi- 
can prosecutor hired bv the Resolution 


counsel Robert Fiske. describes at least one 
ot the conversations Sources sav that dur- 
ing the call'— one to Depute Treasury Set- 
retars- Roger Altman, the otner to Treasure 
chiet ot stall loshua xteuu-r - Mephanoooti- 

»**s .I'Mti ant nit inc Possibility oi removing 


Trust Corporation to investigate civil 
claims against Madison. 

The latest revelations came onlv 36 hour > 
alter the president s most elaborate attempt 
yet to i ret* hi' administration from 


Whitewater. In a pnme-time 
news conference last Thursday. 
Clinton confidently athrmed a 
new willingness to ansxver all 
legitimate questions about the 
affair so that 1 can go back to 
svork doing svhat 1 was hired to 
do " But the allegations against 
Stephanopoulos brought the in- 
quiries into the administration s 
conduct in Whitewater closer to 
the Oval Office than ever be- 
fore— and plunged the White 
House back into a trenzv ot dam- 
age control. Clinton s aomestir 
agenda, already impeded bv all 
ttie talk ot cover-up and oecett. 
may now be in aanger ot stalling 
completely To make matters 
worse, the widening scandal 
raised new tensions and mutual 
distrust among an embattled 
White House stair "That s what 
is most upsetting, that people 
are attacking each other, savs 
one worried adviser 

Until March 1991. lav Ste- 
phens had been tnt- U.S. attor- 
ney lor the District ot Colum- 
bia. He d also Dcvn pursuing a 
criminal investigation <»t Rep 
Dan Rostenkowski tor alleged 
misuse ot House fund' When 
the incoming Clinton aaministration 
sought the resignations ol all incumoent 
U S attorneys. Stephens implied tnat he 
was being forced out to protect tnc power- 
ful Wavs and Means cnairmar. According 
to sources, btephanonuuins was lunotis on 
Feb. 2s. when he ieameti tnat kronen' - 
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Washington nrn nail nren niren lor tm- 
Maaison inauirv fi- rcearacii 5tconen> > 
political Grievance against Clinton as a 
clear comlict oi interest 

The most potentiallv damaging of the two 
calls was to Steiner, an old friend trom the 
campaien Stephanopoulos acknowledges 
raising the issue with Sterner, but savs he 
has no memory ot inquiring about Ste- 
phens s ouster T was puzzled and blew off 
steam over the untaimess of the decision.” 
Mephanopouios told Nfwswef.k. but he 
added. Once 1 cot the tacts trom losh. that 
ended the matter as tar as I was con- 
cerned ' Much of the conversation, says 
Stephanopoulos. concerned Altman s deci- 
sion to recuse himself trom RTC delibera- 
tions mvolvinc Madison. Altman had been 
rebuked by Republicans on the Senate 
Banking Committee that week after ac- 
knowledging that he'd met with senior 
White House staff earlier that month to 
discuss potential civil actions against Madi- 
son. But Steiner, scheduled to testify- before 
the Whitewater grand jury this week, may 
ofier a different recollection of the conver- 
sation in a diarv he turned over to Fiske 
That same dav. according to sources. Ste- 
phanopoulos also raised the Stephens issue 
with Altman, who was also serving as act- 
ing head of RTC. This time. Stephanopou- 
los was joined by deputy chief of staff Har- 
old Ickes. A knowledgeable source says 
either Stephanopoulos or Ickes — it is not 
clear who— asked about sacking Stephens 
"Is there anything that can be done 0 " one of 
them reportedly asked Altman. Again. Ste- 
phanopoulos says he has no memorv of 
such a question. Nor does Ickes. 

The White House says Clinton learned of 
the phone calls only last Friday. News of the 
conversations, first reported last Saturday 
by The Washington Post, sent a new jolt of 

anxiety through the White House New 
presidential counsel Lloyd Cutler said it was 
perfectly natural" tor officials to express 
surprise at Stephens s appointment, and 
cautioned against blowing the matter out of 
proportion. But he also took pains to dis- 
tance the administration trom the calls bv 
Ickes and Stephanopoulos. saying that he 
didn't think they were "authorized" under 
White House policy. Other officials said pri- 
vately that the two did nothing more than 

protest a flativ inappropriate hiring decision 
by RTC "It's not like we don't like Republi- 
cans. Fiske is a Republican, says one senior 
adviser. “But this guv held a press conter- 
ence to accuse Bill Clinton ot a secret plot to 
get nd of him 

Last week s events continued the Whitt- 
House s troubling pattern in Whitewater 
denial followed bv fragments ot disclosurc 
Claims ot openness are repeated I v tainted 
by evidence that it has actually been work- 


Newsweek 
April 4, 1994 



Stephens: The object of displeasure Altmen: He rebuffed the inquiries 



Ickes: Protest or inappropriate call? 
mg harder to control and contain damaging 
information. Along with the pnonc calls. .. 
cluster of other issues has turned scandal 
management into a full-time job at the 
W’hite House. New ones mav crop up: oth- 
ers may tade. But tor the moment, these 
probe ms are driving Whitewater 
Financial Questions: The release of the 
Clintons' long-withheld tax returns irom the 
late 70s seemed to establish that they lost 
money on the Ozark vacation-home dex-el- 
opment thev co-owned with Sf-L operator 
lames McDougal. But it also provided de- 
tails about Hillnrv Rodham Clinton s lucra- 
tive liter in the cattle-iutures market tboxi 
Although the deal is completely legal, it car- 
ries the whiff of hypocrisy tor a couple that 
campaigned in 1VI2 against 'S()s greed — 
S£~L abuses, insider trading, public officials 
who used their positions io enrich them- 
selves. Her good fortune came through a 
t nendship xx-nha laxx-ver tor one ot t he state - 
largest and most influential employers 
The nnanctal disclosures also evoked the 
least attractive aspect of Clinton s political 
nersonaiitv: nis tacihtv tor convenient ev.i- 


$20,000 had actuallv gone to box her .i 
house. Accurate or not. it comurcd memo- 
ries ot an earlier Clinton, one xvno suddenly 
remembered his induction notice 
Altman's Changing Tune: The uemn v tre;i'- 
urv sccretarv keeps generating new suspi- 
cions about improper White House mvoive- 
ment in the Madison probe. Last xveck. he 
offered a lourth correction to congressional 
testimony on his contacts xvith the White 
House regarding the Madison investigation 
He onginallv told the Senate Banking Com- 
mittee that he remembered omv one White 
House meeting— a "heads up session le 
discuss nothing more than procedural ques- 
tions about civil suits against the bank. Alt- 
man later amended his comments to include 
what he said xvere two brief hallxvnv conver- 
sations xx-ith the then White House counsel 
Bernard Nussbaum and Ickes. Noxx Altman 
says the discussions xvere more extensive, 
and inx-olved his desire to recuse mmsell 
trom RTC investigations, xvhicii lie did at the 
end of February 

Altman is also rapidlv liecominu a man 
xx-ithout allies. Since Fiske * operation i» 
regarded as airtight." Clintonitcs suspect 
that the original ieaks disclosing the two 
phone calls under mx-cstieation came trom 
the Treasury Department Their surmise 
, only adds to tensions 
between Altman and 


sion. >ucn a moment came at the I iiursaax • 


ex-eninu press eonierenc . xvnen tie ex- 
plained tiiat he (i rex iscd tne estimate ot hi- 
Whitexxater losses (townward urom about 
>70.1X1(1 to isoO.WXb because gallex-s ot his 
mother s autobiography reminded him that 
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the White House aides, buildine ever since 
i»e confessed the heads up session to the 
senate and then publiclv recused himsell 
without informing Clinton aides 
Tha Republican Inquest: The admimstr.i- 
tion s new dilhcuities will further energize 
congressional Hepublicans who already 
smell blood Until last w eek, the most visible 
lace of GOP antagonism on Whitewater was 
ben Alton sc D'Amato. who has had his own 
ethical problems That was before Rep. lun 
Leach, an Iowa moderate who radiates 
Main Street Republican probity, took the 
House tloor to make two dramatic charges 
that the Clintons are not telling the truth 
about losing monev in the Whitewater ven- 
ture. and that the administration tampered 
with the investigation ot Madison, owned bv 
lames McDougal. the Clinton s partner in 
the Whitewater land development Federal 
investigators believe Madison accounts 
were drained bv McDougal to subsidize oth- 
er business interests, including Whitewater 
Leach put up a fragile case for his 
tint allegation Using RTC doc- 
uments. he notes S70.000 passed 
from Madison affiliates to 
Whitewater during one slx- 
month period in 19S5 But his 
thesis that the Clintons pocket- 
ed Madison cash is unproven 
He oriered more disturbing 
evidence tor his charge ot politi- 
cal interference His strongest 
exhibit was a sneai ot notes from 
lean Lewis, the criminal investi- 
gator who led the Madison in- 
quiry in RTC's Kansas City. Mo.. 
olhee She charged that superi- 
ors in Washington pressed her to 
ignore evidence that the Clin- 
ton- Whitewater venture 
ptaved a sienuicant role in drain- 
ing Madison- account- Mo-' 


Dramatic charges in the House 


telling was Lewis s account ol a Feb. 2 meet- 
ing in which RTC attomcv April bresiaw 
told her the agenrv was under pressure to 
conclude that Whitewater did not contribute 
to Madison s losses "She lelt like thev want- 
ed to be able to provide an honest answer 
Lewis quoted Hreslaw "but that there werr 
certain answers that thev would be happier 
about, because n would get them oH th< 
hook 

According to her notes. Lewis told Bres- 
iaw she believed that the Clintons benefited 
from a check -kiting seneme that dress- mon- 
ey from Madison into the tounoenng 
Whitewater development. She cited no evi- 
dence ot the Clintons complicity- But she 
wondered why thev apparently- asked no 
questions ot McDougal who assumed then 
interest pavments on Whitewater land in the 
mid-1980s despite nis own nnancul difficul- 
ties “Wouldn't vou Question the source ot 
the funds being used to your benefit Lewis 
asked. Breslau has denied Lewis s account 


n >ihxi.ii counsel Fiske 
in Washington pursuing White House 
revelation-, inuv nave gained important 
ground in Arkansas wnen he cut a deal 
with former Lillie Rock municipal coun 
lodge David Hale. Facing trial on fraud 
and conspiracy marge- Hale plcudeu 
guilt \ hoping lor lenient sentencing in ex- 
change tor testimonv on Whitewater The 
agreement allows Fiske to uuestion the 
i one figure in tne afiair who directlv ac- 
cuses Clinton oi wrongdoing Huh who 
■ ran a federal I y backed finance companv 
has charged that in 1980 Clinton pressured 
him to mane u vftlO.dfiO loan t. . a nrm 
owned bv McDougal *» wile: 81IO.OINI was 
tunneled to Whiteu-atcr. But Fiske has big 
credibility- problems A new General Ac- 
counting Office report on Capital Manage- 
ment Services. Hale's nrm. shows he se- 
cretly owned M ol the "7 companies to 
which he made loans 
The unending tnckle ot bad news has 
given way in the White House to a bleak 
acceptance t hat Whitewater is now a perma- 
nent part of the administration s political 
landscape “Thequestion is. can wecontinue 
to make progress with Whitewater as back- 
ground music'*' asks one senior official. For 
the moment, the answer is yes. aome issues 
still have constituencies that outstrip politi- 
cal problems caused by the scandal. Last 
week the outlines ot a compromise on health 
reform began to emerge, and a maior educa- 
tion initiative setting national academic 
guidelines passed the henate 

Yet Whitewater is forcing the adminis- 
tration to work doublv hard for victories it 
should already have in hand Clinton was 
counting on passage ot the $22 billion enme 
bill beiore the press conference, to demon- 
strate that Whitewater nus not swampea 
his legislative agenda but White House 
lobbyists and Democratic congressional 
whips, consumed with staving otf 
Whitewater hearings, allowed Republicans 
to gain the procedural advan- 
tage and deny Clinton a bill un- 
til after Easter One top Repub- 
lican strategist say* continuing 
uncertainty- aoout Whitewater 
will make u more difficult tor 
Clinton to form marantic* on a 
range ot issue- because the 
question is. what ' next and 
how low can ne g.>*" he saict 
People on the Hill will hedge 
their bets and thev do that bet- 
ter than anvonc ' The bad new* 
tor the president — and the 
country- — i* that until the new 
questions get answer- all bet- 
could be oil 

Mil: i rr>>t i I* i. « ■ >h* 
Hit H I MOW V- i.. | «*)•! ||!>* 
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Hillary’s Cash Cows and Other Sweet Deals 


T he tax returns re* 
leased last week by the 
White House contain no 
smoking gun. But according to 
Marvin A. Chirelstein of Co- 
lumbia University Law School, 
they do contain dear evidence 
that Hillary Clinton made a 6* 
nandal killing in a sweetheart 
deal in cattle futures. The deal 
in itself was legal— but Chirel- 
stein says Mrs. Clinton never 
put up any money of her own. 
Because it was arranged by a 
lawyer for TVson Foods, a ma- 
jor player in Arkansas, it 
smacks of political favoritism. 
“It's one of those things— 
somebody gets put into a good 
thing.” Chirelstein said. “It’s 
harmless, but it doesn't look 
wonderful, does it?** 
Chirelstein is one of four 
outside experts chosen by the 
White House to brief reporters 
on the Clintons' 1977. 1978 and 
1979 tax returns. The Clintons 
made S98.977-S26.541 in 1978 
and S72.436 in 1979-bv trad- 
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Lucky mvastor First Lady 


ing in commodity futures. The 
trades were made at the step- 
by-step direction of James 
Blair, a Clinton friend and an 
outside counsel for Tyson 
Foods. Chirelstein says that 
the Clintons piggybacked on 
Blair s brokerage account. 


Blair and the Clintons’ law- 
yer. David KendalL have told 
The New York Times that Mrs. 
Clinton had her own brokerage 
account and that she assumed 
real financial risk m the deaL 
Chirelstein says he saw no evi- 
dence of hard risk. “There 
weren't any checks.” he says. 
“This fellow Blair seems to 
have said. Tou can have a frac- 
tional interest in my trading in 
these cattle futures. If I make 
money, you get a share. If I 
lose, you have to take your 
share of the loss’." 

Chirelstein said he knows of 
no contract that required Mrs. 
Clinton to repay such a loss, 
which means her "investment” 
could be considered by some to 
be a gift. Republicans are 
bound to wonder whether 
Blair, whose business interests 
were dependent on state gov- 
ernment. would ever have de- 
manded that a loss be covered. 

Chirelstein also said that 
James McDougal. chairman of 


Madison Guaranty Savings 
and Loan and the Clintons 
partner in Whitewater Devel- 
opment Corp.. assumed the 
Clintons' share of Whitewater 
interest payments three years 
after they went in business to- 
gether. As a result, the Clintons 
essentially paid no part of 
Whitewater costs from 1981 to 
1990. Although documents re- 
leased by the White House in- 
dicate the Clintons paid S7.826 
in Whitewater interest and tax- 
es between 1981 and 1990, 
Chirelstein says these pay- 
ments covered the costs of a 
model home built on the 
Whitewater tract - a house the 
Clintons sold at a small profit. 

The bottom line, in Chirel- 
stein' s tally, is that Clin- 
ton is still overstating his 
Whitewater investment. Clin- 
ton has revised the figure ! 
downward, from S68.880 to 
S46.636. Chirelstein says the 
real total is no more than 
S38.809 — and if he's nght. the 
Clintons had two sweetheart 
deals back to back. 

Rich Thomas in Waihtncton 1 


/zm ~ ^ 


4881 


The Washington Post 
April 3. 1994 



RESOLUTION TRUST CORPORATION 


Loan Offerings 


Auction 


! 

I 



/zm 






4882 


"(MY t GOWMU 

)Q(« Of <K r Min ; 

* ) hfuli «Mi Q<KI tv*£*. 
*Ma»UM AC Miilulld 
MWtMIJI 


I-II4 Mm« Im*m 

mi IwuM «NU1 

•*4Mm rauMi.iiu 
I 14 .IIMIN 


ConjtBtt of ttre ®nite& States 

Boutt o( £epr»cntatibt« 

SMfbington, SC 20515—1320 


lAMINO »■***« 4*0 
4*1*1*$ 

w****inii 

**■«•••’ Minwatti 
CtMil M* 

•tNlltfimOlMMMHI *l«MCI 
fMM. i« HMtwr tail 


lurch 9, 1994 


HKI 

B04SL 

•«V 


the Honorable James A. Leach . 
aiee Rayburn mob s 

Washington# D.c. 20919 

Deer Jim: 

This is to acknowledge receipt of and to thank you for your 
letter of March 9th. Zt will get the due consideration it 
nor its. 

Whet was meet impressive was the total number of your 
co-signers revealing for the first tine intense interest in 
RTC end OTS oversight hearings, zt is sost gratifying to me 
Inasmuch as all/ with ‘very tew exceptions# were furiously 
against financing rtc last year. 

With every good wish# 2 remain 



Kseber of Congress 


P.S.i Wow, Jim, X saw your sermon in the W ashington Tinea 
of Marsh sth. Frankly, there's nothing more absurd - even 
repugnant- than the spectacle of you bunch of Republicans 
- and tha Washington Times - in fits and paroxysms of 
aoraliey. 

(#i licit in VT it tnslottd) 
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U S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HU NORCO THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUIIOINC 

WASHINGTON. DC 20*1«-«050 

March 10, 1994 


Mr. Robert B. Fiske. Jr. 
Independent Counsel 
Office of the^ Independent Counsel 
Two Financial 'centre, Suite 134 
10825 Financial Centre Parkway 
Little Rock, AR 72211 


Dear Kr. Fiske* 



I am writing to make clear to yoii that, as Ranking Member cf the 
committee cf jurisdiction over an issue which you are probing, I 
am fully prepared to recognize the legitimate concerns, as 
indicated below, of your office. I believe, however, that you 
haS/e an equal obligation.net to interfere wich the legitimate 
oversight responsibilities of Congress. 

There are, broadly, three things a prosecuting attorney C3n 
credibly request of Congress,' which the Congress should take into 
consideration as it structures approaches to its 
responsibilities t 

1. Where possible, any prosecuting attorney should be 
gijven an opportunity to put witnesses under oath first. 

2. If possible. Congress should avoid giving immunity tc 
key witnesses. 

3. where appropriate, prosecuting strategies should not be 
revealed. 

Likewise. I hereby request that the special counsel do nothing 
that will: l) put a chilling effect on our Congressional 

invest igation ar.i oversight , particularly with regard to 
witnesses and strategy you may gather from the material we have 
supplied you; 2) , intervene or tilt the checks and balances 
between the Legislative and executive Branches; or 3) pursue a 
course that tilts . towards choosing sides in what is a legitimate 
difference between America's two great political parties. 

with regard to witnesses we wish to invite, you have beer, 
provided our prospective lict. I am prepared to agree chat a 
week or two delay in 'ri.-arip.gs could be considered if you suggest 
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Hr. Robert A. Fiske, Jr. 

Page 2 

March 10<| 1994 

time is inadequate for you to interview all on cur witness list . 
Rut I would stress the minority does not control the hearing 
process. Given the manner in which the majority party has failed 
for over four months to accede to a restrained request for a 
hearing, we have no choice but to Latch on to the one modest 
power we have: an insistence, that however uncomfortable, the 

majority comply with the law and held a statutorily required 
oversight (hearing on Che RTC, with a dace specific in the next 
four weeks. 

With regard ta immunity, as I indicated in my March 7 letter, the 
minority has no intent, nor power to offer such. 

With regard to prosecutorial strategies, we would of course not 
intend to revt-al .such, even if we knew what they were. 

As for the competitive aspect cf jurisdictions , I would bring to 
\ your attention the following passage from Mr. Walsh's recent 
report on the Iran-Contra probe: 

When a conflict between the oversight and prosecutorial 
roles develops - - as plainly occurred in the Iran/contra 
affair -- the law is clear that ita is Congress that must 
! prevap.1. This is no more than a recognition of the high 
polickcal importance of congress's responsibility. It also 
is the appropriate place ta strike the balance, ae a 
resolution of this conflict calls for the exercise of a 
seasorfed political judgment that must take a broad view of 
the national interest. 

It is in this context chat I must confess to more than a little 
concern about your assertion that you have a "strong concern" 
about "any hearing" our committee might hold and your belief that 
Congressional inquiry *would pose a severs risk to the integrity 
of our investigation." I reiterate this concern in light cf the 
historical irony that it was Senator Ervin's committee that 
revealed the existence of the Watergate capes and chat it was the 
recent Senate hearing that revealed improper contacts between 
Executive Branch agencies and the Whit a House. Hearings almost 
always reveal knowledge and perspective that is helpful to 
prosecutors. The major recent exception involved the excessive 
zeal of the majority party to embarrass President Reagan that 
caused it to offer immunity to certain witnesses. 

Given the circumstance, unlike most of the past several decades 
where the majority party in Congress was opposite that of the 
White House, I am concerned that your public lobbying of Congress 
has the effect of sending a chilling precedent for Congreeeior.al 
oversight and a fatuous pretext for rhe majority party which 
controls the machinery of Congress to delay, defer, or avoid its 
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Mr. Robert B. Fiske, Jr. 

Page 3 I 

March 10, 1994 

Constitutional responsibilities. 

In this context, I would bring to your attention Che March 9 
comments of the Speaker of the House. Thomas S. Foley: "I don't 

see any reasons for hearings. I think we ought to pay special 
attention to the counsel of the special counsel, Mr. Fiske.” 

I would alco bring to your attention the following exchange 
between Mr. Livingston of Louisiana and the Secretary of the 
Treasury before a House Appropriations Subcommittee this 
afternoon,. Mr. Livingston asked if Secretary Bentsen had been 
apprised in advance of Roger] Altman's meeting at the White House 
on the failure of Madison GdUranty. The Secretary responded,; "On 
advice of Mr. Fiske, the special counsel, , I refuse to answer." 

It is insufficient to simply state, as you did in your March 7 
letter to me, that Congress has a legitimate oversight role and 
then to advance a public strategy chat undercuts the capacity of 
Congress to uphold its responsibilities and the minority party to 
hold the majority party accountable to the law as well a3 to the 
appropriate legislative and oversight processes. 

Here it /should be stressed that not only does the Congress have 
constitutionally- mandated oversight responsibilities, but that 
traditionally in all western democracies it is the responsibility 
of the party out of pdV/er, to hold the party in power accountable 
for breaches of the public trust. In this regard, any special 
counsel has a particular obligation to ensure absolute and 
complete impartiality of the process if the results of that 
counsel's inquijry are to be credibly received by the public. 

I It may be standard operating procedure for all prosecutors to be 
doubtful of .intervention by the Congress. But it is net standard 
operating procedure to bias or tilt in any way the American 
political process or to make premature public judgements about 
the White House (being "very responsive and cooperative" to a 
probe when there are indications to the contrary. I am 
particularly concerned that officials of the Kansas City RTC 
office are being gagged and possibly coerced by the Washington 
RTC office. (See attached confidential memo.) 

It is also unprecedented presumption fnr a counsel to suggest, as 
reported today in the Washington Post : "I would prefer that 

there be no hearings . ” 

With due respect for the difficult task assigned to you, please 
understand that Members cf Congress have obligations as well 
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Mr. Robert 3. Fiske 
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March 10, 1994 

In this regard, based on the material supplied to you m the past 
and the enclosed memorandum, i request that you not reveal the 
strategy of the minority or put acy stumbling blocks in the way 
of our efforts to seek public accountability. 

I hove known very few issues where public accountability is more 
important. This is after all an issue cf public ethics as well 
as public/ law. Accordingly, as you vigorously seek document, I 
would stress again my apprehension that at the end of the process 
the White- House can be expected to seek to seal the vast array of 
documents related to your inquiry. Here the constitutionally 
differentiated /distinction between a Justice Department inquiry 
seeking criminal and civil accountability and Congressional 
Oversight which often involves the question of public disclosure 
is substantial. 


But the differentiated roles of congress and a special counsel 
does not mean, as you have implied, that the two are 
incompatible. The two are generally complementary . Indeed, one 
could credibly suggest that any attempt by a prosecuting attorney 
to constrain Congress beyond the standards indicated above is 
counterproductive. icons training a Congressional inquiry has the 
effect Jof reducing knowledge, thus reducing prosecutorial 
discretion. i ' 

AS I indicated! in out first conversation, one of the most 
extraordinary Ispects of this issue is the question of how to 
bring it to a resolution. T am prepared to assist in lending 
credibility to the conclusions ultimately drawn by the special 
counceliif the results are, indeed, credible. But I will state 
as firmly as I car., in our kind of democracy full disclosure is 
imperative and the role of Congressional hearings in addition cc 
all other legislative purposes is one of establishing a tangible 
accountability in open format so that the American people have 
confidence thaC government of, by and for the people is one of 
openness and fair process 


One of the understandably important aspects of criminal 
investigations from the prosecutorial standpoint is 
confidentiality, one of the understandably important aspects of 
democracy is openness . Both tr.u3t be respected to the maximum 
degree possible and neither should or hns to jeopardize the 
other . 


At i.rfi. hints nt 


i 


\ 


Sincerely, --v 

Ocinifes A. Leach 
Racing Minority Kenbpr 
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U S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20B1S-B060 


March 8, 1994 



John E. Ryan 

Deputy Chief Executive Officer 
Resolution Trust Corporation 
801 - 17th Street. N.W 
Washington. D C. 20434 


Dear Mr. Ryan: 


I am writing in reference to the House Banking Committee’s statutorily mandated, semi annual 
RTC Oversight Hearings which are scheduled for the end of March. As you know, a major area 
of oversight at these hearings will be the failure and resolution of Madison Guaranty Savings and 
Loan, Little Rock, Arkansas. Madison was taken over by federal regulators in March of 1 989 
and resolved by the Resolution Trust Corporation (RTC) in November, 1990. 

As ranking Member of the House Banking Committee. 1 request that the RTC provide the 
Committee with access to all documents related to madison and its subsidiaries. Members of the 
Committee will need access to this material to prepare for the upcoming hearings and to perform 
their ongoing oversight responsibilities. (As I am sure you are aware, documents provided to the 
Ranking Member are available to the Committee as a whole under the Committee rules.) The 
documents requested would include, but not be limited to, administrative files, examination 
reports, interoffice memorandum, notes and minutes of meetings (including telephonic meetings), 
correspondence, electronic mail, and agreements the RTC entered into with private sector 
contractors during the resolution of Madison. In addition to documents in possession at RTC* 
Washington. I request access to all documents related to Madison held at RTC field offices. 
Furthermore, please provide the names and titles of all RTC employees involved with the 
disposition of Madison. 

Please have your staff contact Joe Seidel at (202)226-3241 or Mike McGarry at (202)225-2258 
to discuss arrangements to review the aforementioned documents as soon as possible. As you 
are aware, I have previously requested access to these documents for use in performing other 
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Mr. Ryan 
Page Two 
March 8, 1994 

Committee functions My final letter concerning that request, was forwarded yesterday, March 
7, 1994. If the agency decides to comply with that request, we will, of course, consider this 
request satisfied as well. 

I appreciate your assistance and look forward to your cooperation. 


Sincerely. 



Ranking Member 


JAL:jls 

cc: Henry B. Gonzalez 

Chairman 

Committee on Banking Finance 
and Urban Affairs 

2413 Rayburn House Office Building 
Washington, DC 20515 
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The Botionble Lloyd Bentsen 
Socritary of the Tnaeuty 
Chairaan, Thrift Depositor 

Protection Oversight Board 
1500 Pennsylvania Avenue, H.w. 
Washington, D.C. 20220 



Daar Ur. Secretary: 


1594 


Yon. have previously been invited By letter dated March 3 
to appear and testify before the Committee on Banking, Finande and 
urban Affaire foe* tb« purpose of the semiannual appearance oc the 
Thrift Depositor Protection Oversight Board. That letter spedLfie 
in detail the natters to which you should direct your testimony. 
X expect that Republican, sssbero of the oael ttw nay use the 
opportunity of the Oversight Board hearing to pursue their sjtated 
interest in extraneous natters, including Madison guaranty Springs 
and Loan. Any questions regarding Madison guaranty Savings and 
Loans, natters that are the subject of ponding investigations by 
Special Counsel Fiske car other lew en fo rc e ment authorities, or 
other extraneous natters not specifically set fo r t h in section 
21A(k) (6) of the Federal Some loan Bank Act or the March 3,1 1994 
Invitation will not be considered pertinent at the hearing and) need 
not be answered, by you. | 

X was the primary s po ns or of the prevision to require the 
Oversight Board to appear on a winael basis so that} the 
Ooeeittee could o v e rs ee its activities# She recent appropriation 
of funds to the KSC, the wmginsmt reforms, and PDIC-BXC 
transition measures required under Pdbllo Lew 103-24 clearly 
require the collate and full attention of the Comittaa in order 
to have a successful oversight Board hearing. X intend to Keep the 
hearing so focused. | 

z Loom forward to your March 24, 3994 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO UNBAN AFFAIRS 
ONE HONORED THIRD CONGRESS 
2 US RAYBURN HOUSE OWCS BUliOINO 
WASHINGTON. DC 20S1B-S0B0 

March 10, 1994 



MDIIMUt 


John X. Ryan 

Deputy Chiaf Executive Officer 
Resolution Trust Corporation 
801 17th Street , MM 
Washington, D.c. 20434 

Dear Nr. Ryan: 

you have recently received letters from Congressman Jim Leach 
regueeting access to all documents you possess concerning Madison 
Guaranty Savings and Loan and its subsidiaries. The March 8, 1994 
letter states that, "Members of the Committee will need access to 
this material to prepare for the upcoming [RTC oversight] hearings 
and to perform their ongoing oversight responsibilities." 

This letter is to inform you that the Banking Committee is not 
conducting an investigation of Madison Guaranty Savings and Loan 
or related matters at this time. Mr. Leach's requests do not 
constitute a Rule X or Rule XI investigation under the House Rules. 
A hearing does not provide the basis for a member of Congress to 
obtain documents to which he or she is not otherwise entitled. I 
will request any information needed by the Committee in order to 
prepare for any Thrift Depoeitor Protection Board oversight 
hearings pursuant to section 21A(k) (6) of the FHLB Act and will 
make it available to members of the Committee, as appropriate. 

I trust that you will give Congressman Leach's requests the 
consideration they merit and extend to his the sane courtesies you 
would extend to any 


Chairman 
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U.S. HOUSE OF REPRESENTATIVES 

COMMrTTEK ON RANKING, FINANCE AND URBAN AFFAIRS 
ONI HLNDMO THIRD CONORtll 
2 T 29 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON, DC 20616-S080 


TELEFAX 



not nwi4t 


March 11, 

1994 




TO: 

Mr. 

John 

Ryan 



c/o 

Mr. 

Peter 

Knxght 

PROM: 

Rap, 

, Jamas A. 

leach 


Number of Pago a Including Covar — 2 
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U.S. HOUSE OP REPRESENTATIVES 

COMMfnS OK BANKING, PINANCI AMO URBAN AFFAIRS 
OMt HUMMUO THIRD COMONCM 

2121 RAYBURN HOUBI OfWCi BUILOINO 
WAfMINOTON. DC 20B1B-BQB0 

March ll, 1994 


Mr. John Ryan 

Deputy Chief Ixecutlve Officer 
Resolution Trust Corporation 
ISth and Pannaylvania Avenue, m.«. 
Washington, o.c. 20320 


Zn reference to the eastings among arc, Treasury and White Rouse 
offioiale concerning criminal referrals related to Madison 
Guaranty, a number of officials within the Administration have 
putolloly stated that Congressional Republicans and Democrats, in 
the Rouse and the Senate, reoeived the same briefing as that which 
was provided the White Reuse by RTQ officials. These oaaaents are 
interesting in that neither X, as Ranking Member of the Ranking 
Committee, nor my staff ever were offered such a briefing(s). 

Please provide a response as to the Democrat and Republican Members 
of the Rouse and the Senate, including any staff, who reoeived the 
seme briefing that STC end Treasury officials provldsd the White 
House on criminal referrals and other matters related to Madison 
Guaranty. Zn addition, please include the dates on which such 
briefings were held, a list of the administration officials who 
conducted the meetings, end the su b s t a nt ive content of the 
briefings. 


Fleece provide e response by March 21, 1994. 
prompt attention to this natter. 

Slnoerely, 


Thank you for your 
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ITfVtNa HAMO «TAM OMCCTON AMO CMM COUNtn. 
mOWAAO a MtMU. AMuauCAM ITAW OMCCTQA 


United States Senate 

COMMITTEE ON BANKING, HOUSING. ANO 
URBAN AFFAIRS 
WASHINGTON. OC 20610-B07S 


March 6 t 1994 


Mr. Roger Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Mr. Altman: 

During the recent RTC Oversight Board Hearing, you made some 
startling disclosures about a "heads-up" briefing that you and Treasury 
General Counsel Jean Hanson gave top White House insiders. Your 
testimony triggered another disclosure about two earlier clandestine White 
House meetings. The list of participants in these meetings includes many 
top Administration figures and political operatives, including White House 
Counsel Bernard Nussbaum and Ms. Hanson. 

Ms. Hanson has been described as one of "Treasury’s top political 
team." In light of her prominent behind-the-scenes role in the handling of 
the Madison affair, and her role at the Department of Treasury, I would like 
to know whether Ms. Hanson was present at the RTC Oversight Board 
hearing on February 24th. As the top legal advisor to the Secretary of 
Treasury and the Department’s chief law officer, it would make sense for her 
to attend a hearing where people she advises-namely, Secretary Bentsen and 
yourself--were testifying. 


fcfSr,fy7rarR\ 
?iSU V Ll-5 f, t 


MM 1 1 BN || jl 

XJ 
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If Ms. Hanson did attend, why did she did not come forward and brief 
the Committee members, and witnesses, including yourself, about these other 
questionable White House meetings in which she participated? The 
American people and Congress have a right to demand and expect from high- 
ranking administration figures such candor and honesty. In addition, did she 
ever brief you on these earlier meetings? If she did not brief you about these 
meetings was she not derelict in her duties? 
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Thank you in advance for your assistance. 

Sincerely, 

Alfonse M. UAmato 
United States Senate 
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COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNORED THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20515-6050 


March 1, 1994 


The Honorable Roger Altnan 
Inter in CEO 

Resolution Trust Corporation 
801- 17th Street , N.W. 
Washington, D.C. 20434 

Dear Mr. Altman: 



OFFICE OF GOVERNMENTAL RELATIONS 
RTC 


Enclosed is a self explanatory letter to Mr. Bernard Nussbaum et. 
al. As you know, in my letter of February 3 I had suggested that 
you recuse yourself from matters pertaining to Madison Guaranty 
Savings and Loan. 

Nov, however, based upon your meeting with White House officials on 
this subject, presumably after receipt of my letter, your 
resignation from all responsibilities at the RTC appears to be the 
only ethical option in order. 


Sincerely, 

Jamu A. Leach 
Ranking Member 


Enclosure 
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U S. HOUSE OF REPRESENTATIVES 

COMMUTE! ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNOREO THIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20S1S-BOSO 

March 1, 1994 


Mr. Barnard Nussbaum 
Counaal to tha Praaldant 
Tha White Rouaa 
Washington, D.C. 20500 



job m-*i •> 


Mr- Staphan Potts 
Dlractor 

Off lea of Government Ethics 
1201 Haw York Avenue, N.H. 

Suita 500 

Washington, D.C. 20005-3917 

Ns. Jaan Hanson 
Ganaral Counsal 
Roes 3000 

Dapartaant of tha Traasury 
Washington, D.C. 20220 

Nr. Art Kuslnskl 
Chlaf Ethics Offlcar 
Resolution Trust Corporation 
•01- 17th Straat, N.H. 

Washington, D.C. 20434 

Daar Messrs, and Madam: 

On Pahruary 3, 1994, Z wrote to tha Interim CEO of tha Resolution 
Trust Corporation (ETC), Nr. Roger Altman, asking that ha seek 
appropriate counsel as to whether ha should recuse himself from 
matters regarding Madison Guaranty Savings and Loan. As Z noted in 
ay Pahruary 3 latter to Nr. Altman: "...it would appear ethically 

questionable for a political appointee of tha Dapartaant of 
Treasury to make decisions for an independent federal agency whan 
the President may be Implicated in enforcement and civil actions." 

On Pahruary 23 I received a lengthy response to my letter which 
ended with the following sentence: "I trust this letter fully 

addresses your concerns" (see attached letters). Regrettably, the 
letter did not fully address the concerns expressed in my letter of 
Pahruary 3. Moreover, it would appear that the concerns raised in 
my letter were confirmed when NT. Altman testified last week before 
the Senate Banking Committee that he had entered discussions with 
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Page 2 

March 1, 1994 


the White Housa on matters aff acting tha President's potential 
parsonal liabilitiea. 

While it la dubiously credible to think Mr. Altman would have gone 
to tha Whita House to discuss only tha statute of limitations, in 
that a mere memo would have sufficed, it bears noting again tha 
irony that it was Mr. Altman who on May 4, 1993, strongly 

recommended by letter to tha Chairman of tha Housa Banking 
Committee that tha statute of limitations for civil lawsuits 
against S6L wrongdoers not be extended. 

Mr. Altman's meeting with Whita Housa staff concerning tha RTC's 
actions in tha Madison case is an ethical umbrage. Evan though Mr. 
Altman has now decided it proper to recuse himself from tha Madison 
case, tha issue at hand is whether his conduct violated federal 
ethics guidelines or strictures, as promulgated by tha RTC. These 
guidelines are listed under 12 CFR S 1605.7 and include the 
following: 

M No employee shall engage in any action, which might result 
in, or create the appearance of ... 

(b) giving preferential treatment to any person;... 

(d) losing complete independence or impartiality; 

(a) making an RTC decision outside official channels; 
or, 

(f) adversely affecting the public's confidence in the 
integrity of the RTC." 

Also, 12 CFR S 1605.10 states that an RTC "employee may not, 
directly, or indirectly, use or allow the use of information which 
is obtained as a result of his or her RTC employment but which is 
not available to the general public in order to engage in any 
financial transaction or to further a private interest." 

In addition, another issue appears to bs an abuse of the spirit of 
5 U.S.C 3348. In a technical sense, this statute allows the 
President to name a temporary agency head to fill a vacancy until 
a nominee is confirmed by the Senate. In the event a nominee is 
rejected by the Senate or his/her name is withdrawn, 5 U.S.C. 3348 
provides that the vacancy may be filled for not more than 120-days 
by an individual designated by the President. 

In the case of Mr. Altman's appointment as interim CEO of the RTC, 
we have a situation where a political appointee of the Treasury 
Department has served as the head of an independent agency for 
approximately 13 months. To some, this circumstance leaves the 
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Harch 1, 1994 


impression that Nr. Altman's term of office sight have bean 
intended to coincide with the running of the statute of limitations 
for civil lawsuits which could affect the white House. 

Now that the statute of limitations has been extended, a skeptic 
■ight wonder if further legal aachinations will occur as a means of 
maintaining Nr. Altman's tenure as interim CEO of the RTC. After 
all, no nominee to head the RTC has been formally presented to the 
Senate since Nr. Tate withdrew his name from consideration on 
November 30, when he complained of gross mismanagement at the RTC. 

It is ay judgement that the RTC has had its independence 
compromised and that it is no longer sufficient for Nr. Altman to 
recuae himself from the Nadison case. It is all too apparent that 
his shadow looms large at the agency and that his immediate 
resignation from all responsibilities at the RTC would appear to be 
the only ethical option at this time. 

In addition, just as one party should not have requested the 
meeting, the other party should not have accepted it. In this 
regard, I hereby request a review of whether White House officials, 
Bernard Nussbaum, Margaret Williams, and Harold Ickes, violated any 
ethical guidelines. Here I would call your attention to the 
following White House guidelines: 

3 CFR S 100.735-4 General standards of conduct. 

"(c) In all circumstances employees shall conduct 
themselves so as to exemplify the highest standards of 
integrity. An employee shall avoid any action, whether 
or not specifically prohibited by this subpart, which 
might result in, or create the appearance of: 

(1) Using public office for private gain; 

(2) Giving preferential treatment to any person; 

(3) Impeding Government efficiency or economy; 

(4) Losing complete independence or impartiality; 

(5) Making a Government decision outside official 

channels; or 

(6) Affecting adversely the confidence of the 

public in the integrity of the Government.” 


3 CFR § 100.735-9 Conflicts of interest. 
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March 1, 1994 

a (a) A conflict of interest nay exist whenever an 
employee has a substantial or private interest in a 
natter which involves his duties and responsibilities as 
an employee. The maintenance of public confidence in 
Government clearly demands that an employee take no 
action which would constitute the use of his official 
position to advance his personal or private interest. It 
is equally important that each employee avoid becoming 
Involved in situations which present the possibility, or 
even the appearance, that his official position might be 
used to his private advantage." 

3 CFR S 100.735-21 General conduct prejudicial to the 
Government. 

"An employee shall not engage in criminal, infamous, 
dishonest, immoral, or notoriously disgraceful conduct, 
or other conduct prejudicial to the Government." 

With regard to the second of the above citations, it would appear 
self-apparent that "personal or private interest" would apply to 
issues of individual job security or promotion. In addition, with 
regard to the third, the adjective "dishonest" would presumably 
apply to the issuance of statements of fact that prove untrue. 
Here, I bring to your attention, Mr. Hussbaum's February 10, 1994 
letter to Reps. Light foot, Wolf, and Istook. I would also ask that 
the possibility be probed that the meeting might have had the 
effect of being "prejudicial" to the government's case in attempts 
to recover taxpayer losses related to the failure of Madison 
Guaranty. 

I would specifically request that the Office of Government Ethics 
and the Chief Ethics Officer of the White House, which X understand 
to be Mr. Nussbaum or his designee, formally review and provide me 
with a response as to whether the meeting between the three White 
House officials and Mr. Altman violated any guidelines of 
government ethics, regulations, or law. In particular, there is an 
implicit appearance that public officials dealt with the private 
matters of the President. In this regard, I would hereby request 
a list of any individuals who participated or attended at any point 
in the discussions and from each any notes or recordings of the 
meeting or meetings at the White House or elsewhere on this matter. 

Please provide a full response to the issues raised in this letter 
regarding the White House as well as Mr. Altman by Monday, March 
21, 1994. Thank you for your time and consideration of this 
matter. 

Sincerely, 

JameV^. Leach 

Ranking Member 

cc: Mr. Roger Altman 

Interim CEO 

Resolution Trust Corporation 
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Mr. Roger C. Altaian 
interim czo 

Resolution Trust Corporation 
301 17th Street , MW 
Washington, 3C 20434 

Dear Mr. Altaian: 

: am in receipt of your February l, 1994 response to the letter 
initiated by Senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies" with regard to 
Madison's failure. It seems seif -apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development Corporation documents turr.ea 
over by the white House to the Justice Department. 

In its investigation of Madison, the Minority has uncovered links 
ce tween Madison ana Whitewater, some of wnich may have contributed 
to the thrift's failure. Mot only did James and Susan McDouaai 
.told significant ownersmp interest in both entities (approximately 
two tmrss m Madison ana one naif m Whitewater) , but the ether 
joint owners of Whitewater Bill and Hillary Clinton) appear cc 
have benefited directly ana indirectly from the aoplication if 
Madison resources. TSee tee attacr.ea memo.;. 

If the Whits House chooses tc use the Justice Ceoartment to shield 
Whitewater documents not cr.iy from the public and Congress, cut 
from other government agencies, suen as the RTC, which nave 
legitimate public law enforcement responsibilities, it is nara tc 
believe a responsible resolution cf the issues involved can be naae 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has teen an awkward situation to have a 
presidential!*/ appointed ana confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) . When this prospect was first suggested at 
the beginning of the Cl inter, .-.omr istraticn . it did 
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Mr. Roger C. Altman 
Page 2 

February 3, 1994 


r.ct strike the Minority as ever./ -r.raascnaole :cr a month or two 
given the fact that no P.TC r.e:: -.20 :een selected. 

However, L** has been over a year ::r.ce the Administration has teen 
in office and it can oniy ce cescricea as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are m effect, law enforcement decisions for an independent 
federal agency as they may truer, .ter. the President. 

Accordingly, I would urge that ~u request from the Department of 
Treasury's General Counsel ana Ethics Office advice as to whether 
you, as interim CEO of the P.TC, are co ligated to recuse yourself 
from any decisions concerning or. a resolution cf Madison Guaranty. 
Just as the special counsel Law was designed to relieve the 
Attorney General from an ethical ui lemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances .hen the President or a high level 
Administration officer is the suciect of investigation, so it would 
appear ethically questionaoie for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may ce .explicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
cresidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should ce confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
truer for engaging in conflicts cf interest against the son cf a 
former "resident. 

As you know, despite your strong Latter to the Chairman of tr.e 
House Sanking Committee recommending against extension. Congress 
last year extended the statute of Limitations for civil lawsuits 
crougnt against S&L vrongacers. As you pointed out in your most 
recent letter, this extension 'has afforded the RTC an opportunity 
to investigate further any civil claims which may be assertea 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional aisccr.auct resulting in unjust enricnmenc, 
or intentional misconduct resulting in substantial loss to the 
institution." Given, however, the impending running of the statute 
cf limitations for certain kinds of actions, time is clearly of tr.e 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, I would like to reitarata my request, pursuant to Rules ;< 
and XI of the House Rules for ill documents related to Madison 
Guaranty Savings and Loan, i.tt.a Aocx. Arkansas. As you know. 
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Mr. Roger C. Altman 
Page 3 

February 3, 1994 


on lecemoer 9, 1993, I wrote the RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules. House practices, and 'udicial oreceaent 
support me proposition mat me Ranking Minority Member "’s the 
functional counterpart to the Chairman for Committee action." This 
being the case, a request for aocuments made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Rarucing Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated overs ignt responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon. Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to me degree a conflict situation nav 
exist in this matter in no way reflects on your personal integrity*. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment . 


Sincerely, 



Enclosure 
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GENERAL COUNSEL 


DEPARTMENT OF THE TREASURY 

WASHINGTON 


February 23, 1994 


The Honorable James A. Leach 
Ranking Member 

Committee on Banking, Finance and Urban Affairs 
U.S . House of Representatives 
Washington, D.C. 20515-6050 

Dear Mr. Leach: 

In your letter to Deputy Secretary Altman of February 3, 1994, 
you asked him to seek advice from "Treasury's General Counsel and 
Ethics Office" as to whether he is obligated to recuse himself 
from decisions concerning the Resolution Trust Corporation's 
resolution of Madison Guaranty Savings and Loan Association. He 
has sought such advice from me and from ethics officials of the 
Resolution Trust Corporation and the Treasury Department. 

I understand you to express concern about the possibility that 
the Deputy Secretary might, as acting Chief Executive Officer of 
the Resolution Trust Corporation pursuant to the Vacancy Act, 5 
U.S.C. 3347, participate in RTC decisions as to whether there are 
civil claims for RTC to pursue arising from the failure of 
Madison Guaranty Savings and Loan Association and the expiration 
of statutes of limitation applicable to any such claims. Your 
concern seems to stem from the fact that decisions regarding 
those claims "may touch upon the President" who appointed the 
Deputy Secretary to his Treasury position. You asked the Deputy 
Secretary to seek advice from Treasury's General Counsel as to 
whether he is "obligated to recuse (himself) from any decisions 
concerning the resolution of Madison Guaranty.” I have advised 
the Deputy Secretary that neither his appointment at Treasury nor 
his detail to the RTC creates such an obligation. 

Your letter suggests that the Deputy Secretary's participation in 
such decisions would be "structurally unseemly," a conclusion 
apparently based on the fact that he was appointed by the 
President and confirmed for a position in a Cabinet department 
and is acting in a position in an Executive agency that is not 
such a department. However, the authority pursuant to which the 
Deputy Secretary is detailed to RTC duties was amended in 1988 
precisely so that any Executive agency, such as the RTC, and not 
just Cabinet departments, could continue to have Presidentially- 
appointed leadership when circumstances delay filling vacant 
positions. Pub.L. 100-398, §7(a)(l) and (2), Aug. 17, 1988, 102 
Stat. 988. 
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You also suggest that a structural issue arises from RTC's 
"public law enforcement responsibilities;" that it would be 
improper for a Presidential appointee not confirmed for a 
position at the RTC to exercise those responsibilities. However, 
the RTC is not a "law enforcement" agency. Its responsibility to 
pursue civil claims owed to the institutions it takes over is not 
a "law enforcement" responsibility. In fact, RTC's claims 
collection responsibility is more analogous to the responsibility 
of the head of every Executive agency to collect claims of the 
United States that arise from the agency's activities or are 
referred to it. 31 U.S.C. 3711. The differences between the 
Deputy Secretary's claims collection responsibilities at Treasury 
and at the RTC raise no "structural" concern regarding his 
performance of those responsibilities at the RTC. 

Even if the RTC were in some special sense a "law enforcement" 
agency, which it is not, absent an exception in the Vacancy Act 
or another statutory provision creating an exception, the Vacancy 
Act authorizes filling vacant positions at any "Executive agency 
(other than the General Accounting Office)." The language of the 
Act does not distinguish among agencies based on the nature of 
their functions. Moreover, it would be incorrect to infer the 
existence of such distinctions. In the one instance of an 
exception created by the Vacancy Act, Congress has employed 
language that clearly achieves that objective. The Act expressly 
provides that its authority to detail Presidential appointees 
from other agencies does not apply to vacancies in the office of 
the Attorney General; neither the Vacancy Act nor any other law 
creates such an exception for the RTC. 

Finally, even if there were some basis for reading into the 
Vacancy Act a principle that only an official confirmed for a 
position in an agency with law enforcement responsibilities 
should be detailed to another such agency, the Deputy Secretary's 
position at Treasury would qualify, rather than disqualify him. 
Treasury has enormous criminal law enforcement responsibilities, 
as is amply demonstrated by the significant law enforcement 
jurisdictions of the Bureau of Alcohol, Tobacco and Firearms, the 
Customs Service, the Secret Service and the Internal Revenue 
Service. Each of those organizations reports through its chain 
of command to the Deputy Secretary of the Treasury. 

You also suggested that Deputy Secretary Altman consult ethics 
officials. He has done so. I am informed that the RTC's Ethics 
Officer and Treasury's Designated Agency Ethics Official, in 
consultation with the Office of Government Ethics, have advised 
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the Deputy Secretary that he is under no legal obligation to 
recuse himself from matters at the RTC that "may touch upon the 
President." 
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MtSOLUftOM rtlitr COfMATtON 



May 4, 1993 


Honorable Henry B. Consoles 
Chairman 

Committee on Banking! Finance 
and Urban Affairs 
Houma of Repreeentatlvee 
Washington, O.C. 20515 

Dear Mr. Chairman: 


RECEIVED 

HAY 4 i> ;j 


t&s?-- 


Thank you for this opportunity to comment on the issue of 
extending the limitations period applicable to tort claims 
brought by the Resolution Trust corporation in its capacity as 
conservator or receiver of a failed insured depository 
institution. 


as you know, over a year ago the BTC generally supported 
legislative efforts to extend this limitations period because its 
Professional Liability Section (PLS) was facing a peak number of 
institutions which were closed in 1989 and for which the federal 
limitations period would be expiring during 1992 and the first 
quarter of 1993. The limitations period expired during this time 
for 410 of the 752 thrifts under RTC control for PL3 purposes. 
The RTC, however! survived this critical period of time without 
missing a deadline* in fact, as of Kareh 3i # 1993, the RTC had 
T20 pending offensive lawsuits involving RTC claims filed in 
174 institutions. As of ths sans data, 120 sattlamant agraemants 
have been executed! and 11 cases went to final judgment through 
trial. 

In addition, beginning last autumn, tha RTC has bean increasing 
PLS staff to meet the demands of its workload. The secretary of 
the Treasury, in hie oapaolty is chairman of the Thrift Depositor 
Protection Oversight Board, has further committed to review and 
recommend improvements in the organization and staffing of PLS aa 
part of hie nine*point plan for the RTC, recently announced 
during hie eemi -annuel testimony before Congress. Consequently, 
the RTC has no need at this time either to revisit "closed” 
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Honorabl* Haney B. Gonaalas 

Pag* a 

claims arising in institutions in which the lisitations pariod 
has axpirad or to axtand tha lisitations pariod proapaetivaly «s 
tha RTC will eontinua to aaat all upcoaing daadllnas, 

Plaasa lat mm know if you naad any furthar information, 

sinearsly, 

Rogar C. Altman 
Zntaria CIO 
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THE WmTE HOUSE 

WASHINGTON 


Februaiy 10. 1994 


Dear Congressman Wolf: 

Thank you for your letter of January 1 1. which asks whether public mass are being used to 
provide the President witn legal assistance related to issues surroureimg Whitewater 
Development Corporation and the former Madison Guaranty Savings and Loan. 

As I am sure you realise, an investigation affecting a sitting President necessarily requires 
the official 'attention of the White House staff, including the Office of the Counsel to the 
President. For example, the White House has been called upon to respond to various 
inquiries from members of Congress. Similarly, members of the press have made inquiries 
to the White House. These inquiries have required responses from the White House, 
including legal judgments on matters affecting the office of President of die United States. 

As you know, however, the President and Mis. Clinton are represented personally by a 
private attorney. No public funds are being used to compensate chat attorney. Furthermore, 
no White House staff members are acting as lawyers for the President and the First Lady 
where there is no official nexus. 

Thank you for your interest in this matter. 



Befnard W Nussbaum 
Counsel to the President 


The Honorable Frank R. Wolf 
Member of Congress 
r J.S. House of Representatives 
Washington. D.C. 20515 
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fiOMiMLAMA 

SS7iS89InjSmnii 


midtefl states Senate 

COMMITTU ON lANKMB. HOUMNU. AND 
UMANMMMS 

WASHINGTON. SC 2M10-M7S 


Much 7, 1994 


TO: Peter Knight - RTC 

tax 416-2432 

FROM: Kelly C order, Senate Banking, Housing, and Urban Affairs Committee 

phone (202) 224-1368 fax (202) 224-5137 

RE: Post-hearing questions from the February 23, 1994 hearing on the semi- 

annual report of Ihs RTC Oversight Board. 


There may bo more questions submitted at a later date. 1 will call and let you know 

should that occur. 

Please call me if you have any questions. Thank you. 
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09 ****** *ua A. IMMCM. QMAAMAN 



United States Senate 


COMM mil ON BANKINO. HOUSINQ. ANO 
URBAN AFFAIRS 

WASHINGTON. DC 206 10-6079 


•Tt-w • >u*n». rtArr w a rn Am «ncf mumo, 
KJWMO K MMU. MMUCM IW MIT» 


March 7. 1994 


The Honorable Roger C. Altman 
Interim Chief Executive Officer 
Resolution Trust Corporation 
1801 Seventeenth Street, NW 
Washington, DC 20434-0001 

Dear Mr. Altman, 

Thank 7011 for testifying at this Committee's February M, 1994, hearing on the semi- 
annual report of the RTC Oversight Board. 

It would be greatly appreciated if you would have your responses formatted in the 


(1) Please title your responses indicating which Senator asked the question 
(e.g., "Questions from Chairman Kiegie’ ). 

(2) Set forth the question, then the answer to it, and single-space both 
questions and answers. 

(8) Include the number of each question and answer (e.g., "Q.l." and "A.I."). 
(4) Do not use all capitals. 

Plooso sond your reply to Kelly Cordee, the Committee’s chief clerk. She will 
transmit oopies of your response to the Committee’s publication office. 

If you have any questions please contact Ms. Cordes at (202) 224-1588. 




Enclosure 
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amri-mnml of the Thrift Depositor Protection Overright Board 

February 24, 1994 


Queetinne for Mr. Altman 

1) Last September, 13 former and current employees of the RTC testified to 
numerous instance* of watte and mismanagement within the agency. 
According to the Government Accountability Project, many of those 
witnesses continue to be poorly treated by the RTC. One has been fired; 
another terminated by non* renewal of her temporary contract; 3 othoro have 
received reduced performance ratings; 2 others have had grievances and 

. * promotions denied; and another has been demoted and told he was a 
security risk because of his testimony. They also claim that no RTC 
management has been disciplined or reprimanded for any of the actions 
dismissed an testimony, la your testimony, you say you strongly support 
protection of whistleblowers. Are these actions consistent with that 
position? 

2) In your testimony, you indicated that the RTC was working to 
implement the recommendations made by the GAO regarding various 
operations and activities of tho RTC. Attached for your roforenco ie a 
summary of the 08 open GAO recommendation* to lliu RTC, some 
dating back to nearly 4 years ago. Would you please provide to the 
Committee, and to the GAO, a status report of what the RTC is doing 
to respond to each of the outstanding GAO recommendations. 

3) In your February 10, 1994, letter to me, you stated that you had established 
the Dallas Professional Liability Review Team" as a result of testimony 
this Committee received from Mr. Tom Rumaide in which he claimed that 
the RTC had made efforts to recover only a fraction of the professional 
liability losses it could reasonably have justified. What can you tell us 
about the Review Team's initial findings? Will you releaao their findings 
publicly? 

4) What is being done to review the allegations of defidende* identified by 
RTC employees? 

5) Do you fool that improvement is needed in the areas of internal controls and 
contractor oversight? 

6) What do you plan to do to ensure corrective actions are taken by the RTC? 

7) Does the RTC provide information to potential buyers that is suffidently 
rtliabU end compute to eoooursg* vutupoUUvo bidding for Us assets? 
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8) The last RTC resolution of a failed thrift was in oarly Deremher 1993. Why 
haven't there been any resolutions since December? 

Your financial plan indicates you plan to resolve 43 of your current 63 
conservatorships before the end of this quarter. Do you expoct to moot that 
schedule? 

9) Are you aware of any significant differences in the asset disposition 
. strategies of the RTC and FDIC? What are the differences? 

10) In your view* has the Office of the Inspector General at the RTC met its 
statutory responsibilities to independently review RTC operations in an 
effort to detect and prevent fraud, waste, abuso and mismanagement in the 
thrift cleanup? 
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Attachment for Question *2 to 
Hr. Altman 


STATUS OF OPEN GAO RECOMMENDATIONS TO RTC 
As of February 23, 1994 


Produet 

number/date Title 


QG D-93-7 RTC: Subcontractor Cash Management 


! Number of open 
! recommendations 


Oct. 20, 1992 


Practices Violate Policy and Reduce 


GOD-93-76 
Apr. 23, 1993 

GGD-99-107 
gejp^lg, 1993 


RTC: Timelier Action Needed to Locate 
Missing Asset Files 

RTC: Additional Monitoring of Basic 
Ordering Agreements Needed 


GGD-93-80 
Apr. 8, 1993 

RTC: Controls Over Asset Valuations Do 
Not Ensure Reasonable Estimates 

QGD- 93-115 
Jul. 7, 1998 

RTC: 1992 Washingtan/Baltimore 
Auctions Planned and Managed Poorly 

GGD-93-116 
JuL 23, 1993 

RTC: Loan Portfolio Pricing and Sales 
Process Could Bo Improved 

GGD-93-137 
Jul. 26, 1993 

RTC: Better Assurance Needed That 
Contractors Meet Fitness and Integrity 
Standards 

OGD-93-139 
Sep. 27, 1993 

RTC: Data limitations Impared Analysis 
of Sales Methods 

GGD-94-5 
Oct. 30, 1993 

RTC: Oversight of SAMOA Property 
Management Contractors Needs 

GGD-94-19 
Oct. 28, 1993 

RTC: Status of Management Efforts To 
Control Costa 

GGO-94-41 
Dec. 22, 1993 

RTC: Better Information Could Enhance 
Controls Over Loan Servicing Costa 

GGD-94-62 
Dec. 28, 1993 

RTC: Ineffective Management of 
HomeFed Bank Environmental Services 

Contracting 

GOD-94-37 
Feb. 1, 1994 

RTC: Analysis of Selected Aseet Salee 
and Financial Data 

GOD-93-2 
Oct. 7, 1903 

RTC: Asset Pooling and Marketing 
Practice* Add Million* to Contract Co*t* 
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Pradurt 

numbei/dati 

Title 

Number of open 
recommendations 

GGD-92-137 
Sep. 29, 1992 

RTC: Affordable Multifemily Housing 
Program Has Improved but More Con 
Be Done 

1 

T-GGD-92-42 
Aug. 11. 1992 

Bank and Thrift Failures: FDIC and 
BTC Could Do More to pursue 
Professional Liability Claims 

2 

1 GOD-92-33BR 
| Feb. 1, 1992 

RTC: Assessing Portfolio Sales Using 
Participating Cash Flow Mortgages 

1 

| (KiD- 92-7 
Oct Si. 1991 

RTC: Effectiveness of Auction Sales 
Should Be Demonstrated 

1 

T-IMTEC-91-1 
Oct. 16, 1991 

RTC: Automation Efforts Naed 
Management Attention 

2 

GGD-91-121 
Ang. 20, 1991 

RTC: Progress Under Way in Minority 
and Women Outreach Program for 
Outside Counsel 

i ! 

T-AFMD-90-15 
Apr. 6, 1990 

RTC: Billions More and Additional 
Reforms Needed 

i 

GGD-OT-UBR 
Nov. 1, 1991 

RTC: Proposed Tax Credit Would Add 
Government’s Coat of Selling RTC 

Assets 

i 

IMTEC-92-S8 
Mar. 9, 1992 

RTC: Corporate Strategy Needed to 
Improve Information Management 

4 

AIMD-93-60 
Sep. 28 , 1993 

Financial Audit: Resolution Trust 
Corporation's Internal Controls at 
December 31, 1992 

3 

QGD-93-106 
Jun. 28, 1998 

Thrift Failures: Actions Needed to 
Stabilise BTC's Professional Liability 

Program 

3 

OOD.92.1S6 
Sep. 29, 1992 

RTC* More Artiom Needed to Improve 
Single-Family Affordable Housing 
Program 

1 

CGD-92-194BR 
Sep. 24. 1992 

RTC: Survoy Results on BTC’s 
Communications and Marketing Efforts 

1 


2 
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Product 

numbac/date 

TitU 

Number of open 1 
recommendations 1 

GGD-90-87 
May 26, 1990 

BTC: BftUr Controls Noodod Over 
Furniture, Fixtures and Equipment 

i 

GOD-92-47 
Mar. 5, 1992 

BTC: Further Actions Needed lo 
Implement Contracting Management 
Initimtivos 

a 

GOD-91-136 
Sap. 16, 1961 

BTC: A More Flexible Contracting-Out 
Policy la Needed 

l 


3 
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0— tio M to A cting RfC Bm 4 
Roger UtMn 
Proa Senator John Koxxy 


mfMsiflBil Liability fi a ct ion Issues 

1] X have had continuing concerns about the effectiveness of 
MC's investigation and pcoaacrution o£ eases against SSL 
wrongdoers frost 1992 through the present, especially in Texas. 
Tour letter to the Coanittee of February 10, 1994 stated that the 
Professional Liability Review Team you sent to Dallas following 
the 8eptaabar 29, 1993 hearing of this Committee on the RTC 
interviewed over 50 people in Texas and Washington DC in 
oosmsotlon with the c ono t t ni raised daring tin hearing about 

Texas PLS cases. Tour letter stated that they had "provided their 
initial findings* to you. Please describe in detail such initial 
findings, and in your response, please address the following 

JLesuess 

(e) The mm, title, end location of ea c h person intervie w ed 
and a summary of each of their atetaeanta to the review team; 

(b) A list of all concerns or problems identified by suoh 
persons and as to each such concern, state the followings 

(1) The number of people that identified such concern 
or problem; 

(ii) Whether Treasury believes that such a problem or 
concern existed or still exists; 

(ill) Describe with particularity what corrective 
actions have been or win be taken with respect to the 
problests or concerns. 

(c) Whether Treasury believes that any current RTC or FDIC 
manager contributed to the problem because of poor management or 
for other reasons, and if so, what actions Treasury has taken to 
hold suoh persons accountable for their acts or omissions. 

(2) Texas accounted for over 41 percent of all SaL losses 
nationally. Please describe in detail the RTC's professional 
liability efforts on felled Texes 86L's end in your response, 
address the following as to each failed SftL in Texas that was 
ever under RTC'a controls 

ft ll t & a) nii * f location and sise of the 8tL and the date it 

(b) Identify each Professional inability recovery with 
respect to the SSL and as to each suoh recovery, identify the 
followings 
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(i) the amount and date of recovery; 

(ii) the name of the defendant and the type of claim; 

(c) The number of adalaiatratiTe subpoenas issued by the RTC 
in investigating the SSL and, as to each subpoena, state the date 

of Issuance and the attorney that issued the subpoena 

(d) Identify each Professional Zaiabillty lawsuit filed 
according to court, case or action number, defendant, date of 
filing, end status. 

(e) Identify each and every Professional Liability attorney 
and line investigator ever assigned to the 8SL and the dates of 

their responsibility. 

(f) Identify the date of any Professional Liability 
investigations that were closed out by the rtc, the type of 
investigation closed out, and the reason for the close out. 

i 3) Please identify the percentage of recovery on SftL losses 
ailed SSLs in Texas by the RTC, and the percentage of 
reoovory on 8&L losses from fallod Sols outside of Texas, so as 
to provide comparative recovery rates. In the event that there is 
a disparity between these recovery rates, please provide your 
best explanation for this difference. 

Recoveries Pros Contractors 

4. The GAO has repeatedly testified that the RTC's handling 
of contractors invited waste, fraud, and abuse. These conclusions 
were reiterated by the whistleblowers who testified before the 
Committee on September 23, 1993, and to some extent, by the RTC's 
IG. Please identify the total amount of contracts that RTC has 
entered into to date. 

3. Please identify the total amount of recoveries that RTC 
has secured from contractors who have violated RTC rules, failed 
to perform services, or otherwise not met the terms of their 
contracts with the RTC. Please include in your answer: 

(a) all RTC contractors from whom the RTC has secured 
recoveries | 

(b) the date and amount RTC paid each contractor; 

(c) the date and amount of each recovery; 

(d) the reason for each recovery. 

Retaliation Against Whistleb l owe r s 

6. Many of the RTC whistleblowers who testified hare last 
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September about problems at the Agency, have since advised us 
that they have since suffered retaliation. These inolude Bruce 
Pederson, Jackie Taylor, Debbie Sherrill, Hans Mengledorf , Sandra 
Chrioaan, and Miohaol Koosola* At tho Hearing you specified the 
steps you undertook to insure that the whistleblowers would not 

suffer retaliation to a result of their testimony. In practice, 

how effective have those steps proven to be? What additional 
steps might bo taken? Do you bolicvo tho BTC has bean generally 
effective in protecting whistleblowers? Please include in your 
anowor any facto roliod upon by you in responding to this 

question. 

Responding to Discrimination, Harassment, Ethical and Personnel 

Violations 

7 . ETC whistleblowers who testified on September 23, 1993 
described a pervasive environment of discrimination, harassment, 
ethical and personnel violations by ETC managers at RTC regional 
offices in California, Colorado, Dallas, and Atlanta. 

Please provide a list of EEOC complaints filed against RTC 
managers, including the date each such action was filed, the site 
of each office involved in each such action, a summary of the 
allegations in each such action, the position of each person 
cited in each such action, the outcome or status or each such 
action, and in each case in which an RTC employee was found to 
have engaged in discrimination, the aanctions, if any, imposed on 
that employee by the R?C. 

ETC end VDXC Professional inability Litigation 

8. Hews reports indicate that several recent federal court 
decisions pertaining to state doctrines of adverse domination 
jeopardise a significant portion of RTC and fdic professional 
liability litigation. The decisions include 7DIC v. Cocke, WL 
409547 (4th Cir. Oct 15 , 1993 ), FDZC v. Dawson No. 92-2460 (5th 
Cir October 21 , 1993 ), RTC v. Everhart, BLLR Dec. 10 , 1993 , and 
FDZC v. Allison (DC ETeacas, No. 6-93-CV-59, January 24, 1994). 
There are reports that these decisions will adversely affect 
forty to fifty percent of the TDIC'b and RTC's existing PLS 
caseload. Pleaee provide the Committee an analysis of the effect 
these and related decisions may have on RTC professional 
liability litigation, in particular, litigation in the states of 
Texas ana Virginia. The analysis should Include the percentage of 
existing cases, the percentage of existing potential recoveries, 
and the dollar amount of existing potential recoveries placed in 
jeopardy. 
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Senator Alfonso D’ Amato 
Questions tor RTC Oversight Board Hearing 
February 24, 1994 



The RTC has made only sparing use of public auctions 
and appears to have used the services of a limited numbers 
of auction companies. 


♦ What is the RTC’s experience with auctions to date? 
Should the RTC use more auctions and also use more 
auction companies, particularly smaller firms? 








Like the RTC, FDIC has not used the open auction 
method of disposing of assets to a grsat extent and when it 
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has usad auctions, ths agency has used only large 
companies. 

I want to bring to your attention a situation that 
happened earlier this month in Long Island. FDIC 
reluctantly agreed to hold a public auction of a foreclosed 
condominium in Nassau County. The agency was trying to 
sell the property for $45 million. I am told that the FDIC was 
prepared to hold a sealed bid sale if the auction did not get 
close to $45 million. Well it took only six minutes for the 
auction to sell the property for $55.2 million. 

♦ What Is the FDIC’e experience with auctions to date? 

♦ 8hould the FDIC use more actions and auction 

companies, particularly smaller firms? 
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COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS 
SEMI-ANNUAL REPORT OF THE RTC THRIFT PROTECTION BOARD 
FEBRUARY 24, 1994 

QUESTIONS FQRSENATOR BOND - FOR THE RECORD 

ISSUES RELATED TO CRIMINAL REFERRALS 
AND FRAUDULENT ACTIVITIES 

1. FDIC and RTC Procedures. Mr. Altman, The FDIC and RTC have a stated duty tn 
each receivership and conservatorship and to the taxpayers to maximize recoveries from 
any viable source, Including directors oral officers, accountants, legal counsel, appraisers, 
and Insura nce po lices covering their profess io n al conduct As I understand it, both the 
FDIC and RTC conduct an investigation into every institution in its caseload to 
determine potential civil recoveries and whether criminal conduct contributed to a 
failure. Moreover, an investigator will conduct a preliminary review of financial records, 
and then will submit a poet-dosing report within 90<days of the failure of the institution. 
The purpose of the report la to determine which potential claims can be terminated and 
which merit further investigative resources. If termination is recommended, written 
reasons for the termination must be given and approved. If a recommendation to sue 
is made, the investigator must prepare an "authority to eue N memorandum. A referral 
is then made to relevant agency, such as the US. Attorney for the Department of Justice. 

Was this the procedure followed by the KlC with regard to Madison Guaranty? 


Ace these referrals maintainsd as records at the RTC? IS so, will you authorize 
rite release of these memorandums to this Committee? What reeonds will you provide 
to this Committee and under what circumstances? I would Uke you to provide a legal 
opinion for the record describing fully the jurisdiction of the Committee with regard to 
IOC records, such as criminal referrals? For example, are there special waivers available 
for the committee of ju r isdi ct ion? Also, how do the rights of the private citizen differ 
from those of die committee for purposes of reviewing documents? How could release 
of the criminal referrals prejudice an ongoing Investigation? Dose the White House or 
any employees of the While House or die Clintons have copies of the criminal ref enrols? 
If so, how were those referrals obtained? 

Z RTCs Relationship with the Department of Justice. Mr. Altman, 1 understand that 
regional RTC ofriom originate and refer the "authority to sue" uwumtanUum io, in 
general, US. Attorneys working for the Department of Justice. I assume that specific 
Justice attorneys work thereafter in conjunction with the RTC attorney* on particular 
cases. Ne ve rt h e l ess, the Madison case resulted in 2 separate referrals. Assuming that 
the RTC and Justice work together dosely on referrals, how did 2 referrals come about 
in the Madison case? 
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How common it it for RTC headquarters staff in Washington to review and make 
a determination on a referral? 

What it the RTC's procedure on referrals when a prominent public figure is 
mentioned in a referral? Does the procedure differ from other referrals? Has the 
Madison Guaranty referral been handled differently from other referrals? In what way? 

Who It the White House liaison an the Madison Guaranty issues? Has this liaison 
or any other White House staff made any special requests concerning the Madison 
Guaranty probe? 

3. Other RTC Referral Issues. Mr. Altman, it appears that Ihe first criminal referral in 
the Madison Guaranty probe was initiated in the fall of 1992. Apparently without any 
discussion with Justice concerning the first criminal referral, the RTC then sent another 
team of investigators to Li trie Rode in January of 1993 to more fully examine the issues 
surrounding Madison Guaranty. By October, 1993, rite RTC had drafted on expanded 
referral. 

Is this normally how referrals are handled? I am particularly troubled by the fact 
that it took over a year for the RTC «r» receive a official response on the initial criminal 
referral. Also, is it normal RTC practice to send additional investigators for further 
investigation on a matter before hearing the status of the first referral? In particular, 
were there special factors which warranted an additional investigation? If so, what were 
these factors? 

I am also interested in getting a timeline and explanation of all criminal referrals 
and related responses and memorandums in the Madison Guaranty probe. By this I 
mean, I would like the dates of all referrals and responses to these referrals, including 
the names of all Justice and KTC employees involved. IT these issues are considered 
confidential, how so? Also, how could release of this information prejudice an ongoing 
investigation? y 

4. Justice Memo - Criminal Investigation Unwarranted. Mr. Altman, a March 19, 1993 
memo from the criminal division of Justice apparently concluded that the initial RTC 
criminal referral on die Madison Guaranty probe "did not appear to warrant initiation 
of criminal investigation." How was this decision made in terms of the decisionmaking 
procedure and the underlying legal theory? Who is responsible for communicating these 
decisions? 

5L Document Inventory. Mr Altman, I would like a complete copy of the current 
inventory of all documents relevant to the Madison Guaranty and Whitewater probe. 
I would also like a list of all prior document inventories and dates of these inventories. 
I would also like a list of where all documents were obtained from and when? This 
Information may be provided confidentially to the committee. If you refuse to provide 
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this information, I would like a legal opinion on how the release of tills in ve ntor y could 
prejudice an ongoing investigation? 


3 
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QUESTIONS FOR RTC ACTING DIRECTOR ALTMAN: 


Another area of concern is the seeming lack of coordination between 
the RTC and the Department of Justice. 

- In March of 1992. the New, Y ork Times reports on the 

Whitewater/Madison situation with allegations of sweetheart deals 
in return for lenient regulatory treatment, and the issue suddenly 
became part of the 1992 Presidential campaign. RTC then sends a 
new team of investigators to Arkansas to look more closely at 
connections to local politicians. 

Is this an accurate portayal of the reason/reasons that the RTC 
became involved again in the Madison case? It not, what did occur? Who 
made the decision to begin investigation of Madison? Did the RTC regional 
office notify the national office, or the Department of Justice that they 
were opening a potential case against Madison? If so who was informed? 


- In September 1992 regional RTC forwards a criminal complaint 
dealing with Madison Guranty to the Depart of Justice. According to 
press reports the local federal attorney in Little Rock is concerned 
that because Bill Clinton is included in the referral, that the 
decision to pursue the oase should be made in Washington. Ho sonds 
an urgent letter on October 7, 1992 asking for assistance. 

Are the press reports accurate? Pleaae provide a copy of that 
letter for the record. 


- Then Attorney General Barr is apparently concerned that pursuing 
the case one month before the election will look as if the Justice 
Department was being politicized, and so sends the referral to 
career people with DOJ with instructions that it be treated no 
different than any other referral. 


/Z327 



4928 


Is this the RTC'8 understanding of events? If not, what is your 
understanding? 


- March of 1993 the DOJ reports their recommendation that no action 
is “warranted”, referral and recommendation then forwarded to the 
new Federal attorney in Little Rock Paula Casey. 

Meanwhile, the RTC has decided to send Investigators back to Little 
Rock In Jan of 1993, and they begin working on second, broader 
referral. 

Is this description of the chronology correct? If not. what did 

occur? 


- In September of 1993 the KC regional office of the RTC, now again 
concerned that their referral will mention the President's name - 
not to accuse him of any specific crime, but noting he may have 
benefited from crimes that had been committed, asks the national 
office for assistance in determining whether the President's name 
is to be part of the referral. 

Mr Altman has testified that he knew nothing of this request. Who in 
the National offico was aware of the request, and who than made the 
decision to not inform the acting director of the RTC of the 
request.? 


- The new referral Is sent to DOJ, and arrives in Little Rock a short 
time before Little Rock federal prosecutor Paula Casey finally 
makes a decision on the original RTC referral - saying she 
"concurs” that no further action is "warranted”. But she doesn't 
act on the second referral. 

Is this accurate? Specifically note for the record when the second 
(Oct 1993) referral was sent, to whom, and when it was received. 
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In addtion, please help the Committee understand: 

•Was there any communication from the field or regional office re; 
status of the first (Sept 92') referral? Okl tnay ask the national 
office for assistance in moving the process along? if so who asked 
whom? What was Washington s response? if possible, please 
provide copies of all correspondence relating to moving the referral 
along. 

•Did Washington follow up by contacting the Department of 
Justice? If so, who contacted who? What was the response, and 
who was it from? Again please provide any correspondence 
pertaining to this issue. 

•Did RTC officials contact the Little Rock attorney's office to check 
on the status of the referral? It so who made the contacts and 
when? And what was the response? And who was It from ? Again 
please provide any correspondence pertaining to this issue. 

•What Is the standard operating procedure when the field seeks 
answers on referrals? Is it SOP that the RTC would not hear for a 
year the status of their referral? Is It SOP that while waiting, the 
RTC field office would send additional investigators to continue 
digging - and then send up an expanded referral, even before hearing 
on the first? 

•Specifically, who decided to send RTC investigators back to Little 
Rock in January of 1883? Was Washington informed? Did local or 
regional office ask permission to proceed, given that no anwers had 
been forthcoming from Justice on the first referral? Was Justice 
Informed of this action? If so, who was informed and when? 

Again please provide any correspondence pertaining to this issue. 

•What waa the reason for the decision to send personnel back to 
Little Rock in January 1883? What happened between September 
1992 when the RTC sent up Its criminal referral, and January when 
they sent investigators back to Little Rock? 

•Was the RTC - either local, regional or D.C. Informed of the March 
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19. 1993 memo by DOJ that RTC referral Mid not appear to (warrant 
initiation of criminal action’? Why not? Who is responsible for 
communicating these decisions? 

•When the second stronger, broader referral was sent up in October 
ot 1993, Old the H It; mam a specific pusn io Justice saying we nave 
more Information, please make a decision? Was the RTC informed 
that the decision was at that point resting In the hands of the Little 
Rock, federal prosecutor? Did they send the referral directly there, 
or a copy directly there, knowing of the delays of the past? 
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COMMITTEE ON BANKING, HOUSING, AND URBAN AFFAIRS 
SEMI-ANNUAL REPORT OF THE BTC T H RIFT PROTECTION BOARD 
FEBRUARY 24, 1994 


QUESTIONS FOR SENATOR BOND 
BTC AFFORDABLE HOUSING PROGRAM - 


f'ir f\ 


1. HOLDING PERIOD. What in the holding period before sale of mnlff family 
bousing in the ETC Affordable Housing Program? What is the per day cost to the 
RTC for this holding period? 

I APPRAISED VALUE. What percent of the appraised value does the RTC receive 
onmnltifemtiy housing in the Affordable Housing Program? How la this determined? 
How recent are the appraisals and how are the appraisals conducted? 

S. PURCHASE MONEY MORTGAGES. How many single family and mul tifamily 
properties in the Affordable Housing program are sold with purchase money 
mortgaged? What percentage of the properties in the Aflbrdable Housing program are 
•old with purchase money mortgaged? What is the rate of default for these 
proper ties? What steps does the RTC take to avoid default? 

4. STATUS OF CONSOLIDATION WITH FDIC AFFORDABLE HOUSING 
PROGRAM What is the status of the consoHdathm of the RTC and FDIC Affordable 
Housing programs. What are the outstanding issues? 

I HUD DEMONSTRATION. There is a proposal to transfer 50, HUD-owned 
multifamily housing properties to the RTC for sale to determine the effectiveness of 
using re nt res trictions for low-income use as opposed to section 8 doop subsidies? 
Does the BTC support this proposal *■ g* tk* 

end of 1995? Would this proposal interfere with the ability of the RTC to manage 
end sell its own affordable housing inventory? 

,• RTC MANAGEMENT CAPACITY 

1. RTC MANAGEMENT CAPACITY. What steps has the KTC taken to improve 
ite m a n agemen t capacity with regard to the requirements of the RTC Completion 
Act? 


/jj ?/ 



4932 



me 


RESOLUTION TRUST CORPORATION 
Resolving The Crisis 
Restoring The Confidence 


February 24, 1994 

PSTSLg, I BAYS ***** TEE ORIGINAL' DOCUMENT AND PULLED OUT ALL THE 
QUESTIONS NOT RELATED TO MADISON. . . 

MEMORANDUM TO: Jack Ryan 

Deputy CEO 

MEMORANDUM PROM: Peter Knight 

Director 

Office of Governmental Relations 

SUBJECT: Senate Oversight Board Hearing 

February 24, 1994 

We have completed a review of the transcript from the Senate Banking 
Committee hearing last Thursday. Below are excerpts from the 
transcript that include all of the questions asked directly to Mr. 
Altman and the replies Mr. Altman gave. Questions that warrant 
further follow up are bolded and assigned to the proper area for 
response . 

We expect to receive additional written questions from the Senate 
Banking Committee by the middle of next week. OGR will coordinate 
the assignments of the responses to those questions at that time. 

******* 


Senator Bond 

Pg. 109 In 3-10 

"Mr. Altman, are there special measures taken in the resolution of 
a failed thrift when you find it to be affiliated with a high 
profile individual? Someone in government, for example? 

Mr. Altman. The procedures, Senator, which the RTC follows are 
intended to be identical in each case; and they certainly have been 
identical in the case discussed this morning." 


Senator Bond 

Pg. 109 In 11-21 

"After you discovered that the President of the United State's name 
might be mentioned in a criminal referral being made by your agency, 
did you take any steps to ensure that documents created in the case 
were protected and preserved? 

Mr. Altman. When the possibility of a criminal referral was brought 
to me, I took one step. That was to instruct all of the relevant 
RTC personnel to handle any judgements about criminal referral in 


801 171h Street. N.W. Washington. D.C. 20434 
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the same exact fashion that they would be handled in any other PLS 
matter with no deviation whatsoever. As far as documents are 
concerned, the same thing." 


Senator Bond 

Pg. 109 In 24 - Pg. 110 In 1 

"You instructed them to handle the documents in the same way? 
Mr. Altman. That is correct." 


Senator Bond 

Pg. 110 In 17-23 

"Can you assure the Committee that no one has issued any 
instructions to you or your agency to retrieve, relocate, destroy, 
or tamper with any documents dealing with Madison, its affiliated 
enterprises, directors, owners, or business partners? 

Mr. Altman. I have no knowledge whatsoever of any such effort." 


Senator Bond 

Pg. 110 In 24 - Pg. Ill In 8 

"Has anyone in your agency, specifically the Department of Records 
Management, indicated to you there are any missing documents? Or 
has anybody discovered any files missing or unaccounted for? 

Mr. Altman. No 

Senator Bond. You are absolutely sure? 

Mr. Altman. No. Your question was: Has anybody indicated to me. 
Senator Bond. All right. 

Mr. Altman. The answer is 'no.'" 


Senator Bond assigned to Legal 
Pg. Ill In 9-19 

"Would you inquire of your Records Management Agency whether they 
have either (a) been given instructions about the handling of 
documents from somebody outside; or, if they have found any evidence 
of missing documents, or find that there are documents apparently 
missing, if you would inquire of that and advise us if you do find 
that there is such information? 

Mr. Altman. Yes" 


Senator Bond 

Pg. Ill In 20 - Pg. 112 In 4 

"Finally, will the RTC release copies of the initial September 1992 
referral to the Department of Justice, and copies of the second 
referral on October 1993? 

Mr. Altman. Senator, we are not in a position to release any 
documents that could have a negative impact on the investigation. 
I do not think you would want us to do that. Documents of that type 
that you are talking about fall into that category." 


Senator Bond 

Pg. 112 In 14 - Pg. 113 In 6 

Senator Bond. Mr. Altman, I know there are many aspects to it. 
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was just reading one of the stories appearing in Commentary which 
referred to those allegations. We do not know if they are true or 
not, but I would suggest that someone should make inquiry to 
ascertain whether there is any truth to the allegations and, if so, 
to take appropriate steps to recover such documents. Finally, where 
are the documents being kept? And have they been thoroughly 
catalogued? 

Mr. Altman. I can assure you that all proper procedures relative 
to safeguarding of documents are being followed. We also have a 
responsibility in regard to any case to obtain all the necessary 
materials for purposes of making a litigation decision. So any 
documents that the legal staff at the RTC believes would pertain, 
or would help it reach a conclusion on a litigation decision on this 
or any other matter, it makes a maximum effort to obtain. 


Senator Sarbanes 

Pg. 132 In 4-19 

"Do I understand that the cases to which they are making such 
reference were handled in the same way that all other cases were 
handled? In other words, according to regular procedures? 

Mr. Altman. Yes. 

Senator Sarbanes. And was anything unusual done in these cases? 
Or was the procedure that was followed consistent with what was 
followed in any cases where references were made? 

Mr. Altman. Senator, the instructions that I gave were that all 
procedures, normal procedures, should be followed in this manner 
without any deviation. 

Sanator Sarbanes. And to the best of your knowledge, that is the 
case. Is that correct? 

Mr. Altman. Yes." 


Senator Gramm 

Pg. 154 In 13-16 

"What would be wrong with letting members of this committee that 
have oversight responsibility look at the records in this case, or 
any other case, where we have oversight responsibilities?" 


Mr. Altman 

Pg. 155 In 12-23 

"The RTC has been asked not to make information about criminal 
referrals in the Madison matter public. It is standard practice not 
to release information of that kind, or any other, which might 
compromise a criminal investigation. 

And of course we are cooperating with the independent counsel 
to try to assure that we do not release any information which would 
jeopardize his investigation. 

As I said earlier, I would think you would not want us to do 
that in order that that investigation should proceed as it should." 


Senator Domenici 
Pg. 161 In 8-13 

"Mr. Altman, I think you told Senator Bond that you would not make 
available any documents that 'would have a negative impact on the 
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legislation. ' " 

Mr. Altman: "No, I do not think so. I think I said that we would 
try not to release any documents that would have a prejudicial 
effect on the investigation." 


Senator Domenici 

Pg. 161 In 22 - Pg. 162 In 5 

"Why can you not release all of these documents for this kind of 
hearing? " 

Mr. Altman: "Senator, we have had- -or I am advised we have had a 
couple of conversations with Mr. Fiske, the Independent Counsel. 
He has asked us not to release any documents that could jeopardize 
his investigation. 

I do not know why you would want us to do that, to jeopardize 
his investigation." 


Senator Domenici 

Pg. 162 In 9 - Pg 163 In 14 

"But if the Special Prosecutor has no objection to the Committee 
being provided copies of documents, can the Committee then count on 
the RTC's full cooperation in providing them?" 

Mr. Altman: "You should direct that question to Mr. Fiske." 

Senator Domenici: "No. 

If he has no objection, then we count on you to release them?" 
Mr. Altman: "I think the answer is 'yes.'" 

Senator Domenici: "Does the RTC have an Inspector General?" 

Mr. Altman: "Yes, sir." 

Senator Domenici: "Has the Inspector General investigated the 

conflict of interest allegations regarding the Rose firm?" 

Mr. Altman: "I do not know the answer to that. I am nearly certain 
it is 'no,' because as you know it was not the RTC that ever had any 
retainer relationship or other relationship with the Rose firm." 
Senator Domenici: "...my question is: 

If the FDIC agreed to have its IG look into Madison, would there 
be any reason why you would not?" 

Mr. Altman: "I have no objection to the IG's looking into any matter 
that he sees fit to look into, or that he is requested on an 
official basis to look into. That is what he is there for." 


Senator D' Amato 

Pg. 169 In 10 - Pg. 170 In 25 

"Mr. Altman, I think you said that you and an official from Treasury 
sought Mr. Nussbaum? Is that correct?" 

Mr. Altman: "Yes, I did." 

Senator D' Amato: "Could you tell us why? 

In other words, I have difficulty understanding why it is you 
felt compelled to seek out the White House counsel." 

Mr. Altman: "Solely to ensure--" 

Senator D' Amato: "Solely to?" 

Mr. Altman: "Solely to be sure that he understood the legal and 

procedural framework within which the RTC was working. 

If you recall, as I said, at that time there was a February 28th 
date which was the subject of major attention in the Congress and 
in the press. It is not uncommon of meetings of that type to take 
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place . 

And I describe is as a "heads-up" and a very stiff 
conversation. " 

Senator D'Amato: "A heads-up? In what connection would that heads- 
up be? Do you mean that the statute of limitations was running? 
Mr. Altman: "No, that they should be aware of the internal processes 
and the types of criteria which the RTC was going to be following 
in order to reach a decision by February 28th." 

Senator D'Amato: "Were any representatives of the President or Mrs. 
Clinton, were any legal counsel, which I think would be appropriate, 
speaking to the counsel for the RTC, or people handling this 
particular matter? 

I mean, was there any legal representation going on? 

Was this you just called them? 

Did they have any representatives any counsel who may have been 
meeting with staff people, or talking to staff people? 

Mr. Altman: "I was accompanied by our General Counsel, Treasury 

General Counsel . 

Mr. Nussbaum had his assistant with him. And Mr. Ickies and 
Margaret Williams were both at the--" 

Senator D'Amato: " Oh? Ickies is in it, huh?..." 


Senator Bond 

Pg. 182 In 11-14 

"Mr. Chairman, for the benefit of my friend from Massachusetts, I 
am going to submit a chronology and some questions for the record 
to the RTC to answer . " 


Senator Bond 

Pg. 182 In 23 - Pg. 189 In 2 

"When we last talked, Mr. Altman, you said that normal procedure 
would be for the RTC to seek out and acquire records wherever they 
were . 

Now if the RTC under your direction were requesting records from 
the First Lady as the White House, a rather high-profile event, 
would it not be customary for them to advise you that they were 
requesting records in the possession of the First Lady?" 

Mr. Altman: "Senator, I do not get involved in any substantive 

aspects of any PLS case, particularly or including documents that 
they may seek, so they have never brought that to my attention since 
I have been in this job and that goes right through to today." 
Senator Bond: "So you would not expect them to tell you?" 

Mr Altman: "No, I would not." 

Senator Bond: "I find that remarkable. 

In a normal criminal referral case, the RTC creates and retains 
an inventory of pertinent documents used to make the case. As I 
understand it, at least one version of the inventory has been 
provided to some Members of Congress. 

Could you furnish to this Committee the latest, most up-to-date 
inventory, and provide it for the hearing record along with the 
previous versions? Would you make that available?" 

Mr. Altman: "Well last evening we supplied the 6500 pages of 
information to Senator D'Amato' s office, as we had sometime earlier 
to Congressman Leach. " 

Senator Bond: "And is that the entire inventory? 
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Are chose all the documents? 

What did you- -You give new challenge to Federal Express and 
Overnight Postal Service to get the delivery of such a substantial 
stack of documents at this particular time. It is a new standard 
for delivery in the package express." 

Mr. Alt m a n : "Well, I have here a list of the documents." 

Senator Bond: "Is that the latest version?" 

Mr. Altman: "This is just a list of what the documents are. There 
are 6500 in total pages. This is a list of the documents we 
provided . " 

Senator Bond: "If you could make one available for the record, we 

would like to have it." 

Mr. Altman: "I would be delighted." 

Senator Bond: "We would appreciate it. 

(COMMITTEE INSERT) 

Senator Bond: "Next, when did you become aware of the RTC 

recommendations that further criminal prosecution be taken against 
Madison? " 

Mr. Altman: "Last fall. I was advised that the question of a 
referral to the Justice Department was under consideration at the 
RTC. And as other members of the RTC staff will attest, I said that 
normal procedures with no deviations whatsoever should be pursued, 
including chain of command procedures, in terms of reaching that 
conclusion. 

I might tell you that typically decisions like that are made at 
the Regional Office level, and it was in this case." 

Senator Bond: "Were you aware that the Regional Office had asked the 
National Office to make a determination as to whether the Clintons' 
name should be in the new expanded referral?" 

Mr. Altman: "No." 

Senator Bond: "You did riot know they were asking for the National 
Office to make a determination?" 

Mr. Altman: "No. I was simply informed that this issue was on the 
table, and my reaction was- -and I had only one conversation about 
it --that normal procedure should by followed. That is the way we 
are going to handle this thing from beginning to end." 

Senator Bond: " How was the White House notified of the referral?" 
Mr. Altman: "They were not notified by the RTC, to the best of my 
knowledge . " 

Senator Bond: "Nobody in your agency, to your knowledge, advised the 
White House staff that this was going to be a major- -this could be 
a major source of concern?" 

Mr. Altman: "Not to my knowledge." 

Senator Bond: "Mrs. Ford, do you know if the White House was 

notified by the RTC?" 

Mrs. Ford: "No. We have had no involvement at the Oversight Board 
whatsoever. " 

Senator Bond: "When was the firm of Madison & Pillsbury put retainer 
by the RTC? 

Do you know? 

For how long, and at what cost?" 

Mr. Altman: "I do not know that. I am aware that that firm has been 
retained as outside counsel on this matter, but I am not aware of 
the date on which it was retained nor the retainer arrangements." 
Senator Bond: "Will they review the potential of suing the various 
law firms who represented Madison, or the Board of Directors?" 

Mr. Altman: "I do not know the answer to that question." 
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Senator Bond: "We would appreciate knowing that, if you could, 
later. And if there are other outside counsel or consultants hired 
in conjunction with the case, we would like to know that." 

(COMMITTEE INSERT) 

Senator Bond: "Finally, I am advised that the list you have there 
is just an inventory of the documents provided to Senator D' Amato. 
It is not the complete inventory of the documents pertaining to 
Madison. 

If I am mistaken, or in either event we would appreciate 
receiving a copy of the inventory of the entire documents." 

Mr. Altman: "Well, Senator, I am not sure I fully understand your 
question. What we have released amounts to what we have been asked 
for, less any documents that in our judgement could prejudice the 
investigation . 

I told you earlier that we had had a couple of conversations--! 
have not had them- -I am advised that there were a couple of 
conversations with Mr. Fiske, with each side asking the other not 
to release information or take any other steps which would prejudice 
either side's investigation, and we are trying to adhere to that... 

Well any information I assure you that we have supplied to 
Congressman Leach or anyone elsewhere in the Congress we are 
delighted to supply to you or anyone else here that would like them. 


Senator Domenici 

Pg. 190 In 14 - Pg. 192 In 8 

"Well, I guess what I am wondering is are we getting the right 
perspective of why you did this? 

Did you go there because you wanted them to know that clearly 
they might be asked to sign a tolling agreement? 

Or to know that the normal process was that the statute is going 
to toll and if there is reasonable grounds to suspect something, 
they might expect a lawsuit? 

Why else would you give them a heads-up?" 

Mr. Altman: "The difference between this and a matter like the one 
you referred to is I had been receiving- -I had begun to receive a 
lot of inquiries, including in writing, from Congress as to what 
procedures the RTC was going to follow. 

I wanted to give them the same sense of those procedures that 
I was giving Members of Congress. I said to them nothing different 
than I have said to Members of Congress. 

Senator Domenici: "Well I understand that, but I guess what I am 
getting at is there must have been reason for telling them that. 

Congress was just saying the statute is going to run, what are 
you going to do, so you went over there to tell them we are going 
to apply the same thing we do in any other case? 

That is the "heads-up" that you were giving them?" 

Mr. Altman: "That is right." 

Senator Domenici: "Was it serious enough that you wanted them to 
know because there might be something that they would be confronted 
with that was untoward as you applied your rules like asking for a 
tolling agreement, or filing a lawsuit?" 

Mr. Altman: "Again, the essence of what we said was that the statute 
of limitations which then applied was scheduled to expire on 
February 28th, 1994. 

The RTC was going to make every effort to make a decision by 
that date. 
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It could fundamentally reach only one of two decisions: 

That there was the basis for a claim, or that there was not. 

If there was a basis for a claim, then we would either seek a 
tolling agreement to permit more discovery and more preparation, or 
we would file that claim in court." 


Senator Domenici 

Pg. 193 In 17 - Pg. 194 In 14 

"My last observation would be that it is inconceivable to me, Mr. 
Altman, that you would really be concerned that people involved in 
the investigation, whomever they are, whether it be people in 
Arkansas, whether it be confidants of the President, or whomever, 
that they would not know that the statute of limitations was going 
to toll, and that that presented a situation that you had to advise 
somebody on . 

I just do not think anybody involved in this would not have 
known that . " 

Mr. Altman: "Well, Senator I also- -I would agree with you. I cannot 
say for sure. I cannot say what was in their minds. I doubt very 
much that they did not know about the statute of limitations." 
Senator Domenici : "Right . " 

Mr. Altman: "What I was saying was not that. What I was saying I 
did not know if they knew, and frankly my impression is, as a result 
of that meeting, they had not previously known what procedures the 
RTC would be following. 

By that I mean that you have to choose between- -you have to 
reach a conclusion as to whether there is a claim or there is not, 
and then what you have to do if you reach a conclusion that there 
is . " 
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STATEMENT OF m HONORABLE JAMBS I. LEACH 
INDEX OF SUPPORTING DOCUMENTS 1 
MADISON GUARANTY SAVINGS AND LOAF 
MARCH 24, 1994 


1. Not** of Conversation between L. Joan Levis and April Breslav, 
Fabruary 2 , 1994. "(T)he 'head people', would like to ba abla 
to say that Hhitevater did not causa a loss to Madison, but 
tha problem is that so far no ona has baan abla to say that to 
them." Dascribas lossas to Madison causad by Hhitavatar. 

2. Board of Diractors Minutes, Madison Financial Corporation, 
April 17, 1985. "RESOLVED, that tha Corporation pre-pay to 
Jim McDougal $30,000.00 of his annual bonus in recognition of 
tha profits of tha prior yaar and that said bonus is to ba 
paid diractly to Hhitavatar Davalopaant.” 

3. Application for Registration of Fictitious Naaa, Applicant — 
Madison Financial, Fictitious Naaa — "Madison Marketing" 
(July 25, 1986). 

4. .Chronology of Criainal Investigation. 

5. Latter of Septeaber 1, 1992 froa L. Richard Zorio (RTC-KC) to 
Stave Irons (FBI) transaitting criainal referral. 

6. Latter of Septeaber 1, 1992 froa L. Richard lorio (RTC-KC) to 
Charles A. Banks (DOJ) transaitting criainal referral. 

7. RTC Internal Manor andua, May 3, 1993. Background renarks and 

conversation vith AUSA Bob Roddey's office re: Madison 

Guaranty Savings referral. 

8. RTC internal Manor andua, May 19, 1993. Additional 

conversation vith Office of Legal Counsel for U.S. Attorney's, 

. U.S. Justice Departnent, Hashington, D.C. No record of 
Madison criainal referral at Hashington DOJ. 

9. RTC-KC E-Mail, May 19, 1993. Madison natter forvarded to 
Donna Hannaaan in "Legal Counsel." Referral subaitted to that 
offioa "because of the political ranifications and political 
aotivations." 

10. RTC-KC E-Mail, May 26, 1993. Follov-up call froa Donna 

Henneaan (DOJ) • RTC advised by an FBI agent in Little Rock 
that it was a "very solid case of check kiting, and was highly 
prosecutable." Henneaan was growing increasingly frustrated 
by the situation, because she had seen the information, knew 
that it had cone in, and couldn't understand why she was 


1 Previously unreported information relating to the 
prosecutorial strategy of criainal referrals has been redacted. 
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having such a hard time tracking where the referral and 

exhibits had gone. 

11. RTC-KC E-Mail, June 8, 1993. Conversation with Donna Henneman 
(DOJ). Madison Referral has reappeared on her desk. Criminal 
Division has sent memo to Doug Frazier (in Depty Atty General 
Heyman's office) advising him that there was "no identifiable 
basis for recusal of the U.S. Attorney in the Eastern District 
of Arkansas." Referral sent to Frazier for review and final 
decision. 

12. RTC-KC E-Mail, June 23, 1993. Conversation with Donna 

Henneman (DOJ) . Package returned from Frazier. Frazier 

appointed U.S. Attorney in Florida. 

13. RTC-KC E-Mail, June 23, 1993. Further Conversation with Donna 
Henneman (DOJ) • Spoke with Doug Frazier. Decision made to 
return the referral back to the Arkansas U.S. Attorney. Ho 
basis for recusal. 

14. RTC-KC E-Mail, June 29, 1993. Source indicates Madison 

referral has been returned to Little Rock. Acting U.S. 
Attorney will not act on referral. It is being held until 
U.S. Attorney designee Paula Casey takes office. 

15. RTC-KC E-Mail, September 23, 1993. Conversation with Donna 
Henneman (DOJ). Washington DOJ would like to be copied on all 
future transmittal letters concerning Madison referrals with 
an additional one paragraph summary of the content of the 
referrals with the transmittal letters, so that Henneman will 
be aware of those with "sensitivity issues." 

16. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 

Henneman (DOJ) • DOJ would like copies of all future Madison 
referrals sent to Washington in addition to sending to u.s. 
Attorney in Little Rock. Henneman will confirm this in 

writing. 

17. RTC-KC E-Mail, September 29, 1993. Conversation with Donna 

Henneman (DOJ) • Washington DOJ withdrawing request for 
referrals to be sent directly to Washington, but would still 
like copies of transmittal letters with addendum summary 
paragraph. 

18. RTC-KC E-Mail, October 26, 1993. Conversation with FDIC- 

Memphis concerning Exam Reports. 

19. RTC-KC E-Mail, October 27, 1993. Conversation with Donna 

Henneman (DOJ) • Inquiry on whether declination letter had 
arrived from Little Rock U.S. Attorney. 

• Letter of October 27, 1993 from Paula J. Casey (U.S. Attorney) 
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to L. Joan Louis (RTC) . Doclination lottor on the Madison 
referral. 

21. Lottor of Novonbor 1, 1993 froa L. Joan Louis (RTC) to Paula 
J. Casoy (U.S. Attornoy) . Confirmation of doclination letter 
and tho stipulation from Octobor 27th lottsr that ths matter 
uas concluded prior to tho beginning of Paula Casey's tanura 
and that tha RTC had navar baan advisad of such result. 
Chronology of correspondence between RTC and DOJ. 

22. RTC-KC E-Mail , November 10, 1993. Notice of new RTC lead 
investigator on Madison. L. Jean Lewis removed as lead 
investigator. "The Powers That Be have decided that I'm 
better off out of the line of fire . . . ■ 

23. RTC-KC E-Mail, November 15, 1993. Transmittal of white paper 
outlining chronology of events related to 1992 Madison 
referral. Challenges news article indicating that decision to 
decline Madison referral had been prior to Paula Casey's 
appointment. 

24. RTC-KC E-Mail, November 15, 1993. Discussion of meeting with 
Donald MacKay. "He's coming here to evaluate us, our work, 
and to try and decide just how good this case is, and how ha 
can best deal with a very sensitive political situation.” 

25. Letter of December 21, 1993 from Michael Caron (RTC) to Bill 
Houston (PDZC-Memphis) • Seeking information on banks involved 
in loan swapping. 

26. RTC-KC E-Mail with attachment, January 6, 1994. Discussion of 
contact with reporter. 

27. RTC Memorandum of January 14, 1994 from Jack Ryan to RTC vice 
Presidents and Assistant Vice Presidents. Requirement that 
the collection and distribution of all information and 
material responsive to requests concerning Madison be 
coordinated through RTC-Washington . 

28. RTC-KC E-Mail, January 25, 1994. Establishment of Madison 

review team. 

29. RTC-KC S-Hail, February 7, 1994. Conversation with Little 
Rock U.S. Attorney's office. "(H) e'd spoken to Jeff Gernsh 
recently, and that Gerrish was 'absolutely astounded' that 
nothing more was ever done criminally with Madison, beyond the 
Castle Grande transaction. 

30. RTC-KC E-Mail, January 5, 1994. RTC Washington review of 
Madison investigators. Response memo from supervisor stating, 
"PYX. This is way out of line. X have already contacted wdc 
and filed a formal complaint." 
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31. Letter of Octobor 10, 1983 fron C. J. Giroir, Jr. (Rose) to 
JaMf B. McDougal. Pursuant to discussion with Hillary 
Clinton enclosing a billing for Madison Bank & Trust dated 
December 23, 1981. 

32. Memorandum to Governor Bill Clinton from Jim McDougal, 
February 7, 1985. N Kathy called yesterday to ask for my 
recoaaendations for two people to fill the vacancies on the 
State Savings and Loan Board. ... Bill, ve are down to only 
about 15 state-chartered savings and loan institutions and I 
am about the only one around who has any interest in this 
board. 11 

33. Letter of December 12, 1984 from James B. McDougal (Whitewater 
Development Co.)' to Ron Proctor (Citizens Bank) . "X have been 
unsuccessful in trying to meet with Bill and Hillary to sign 
the vote renewal. X have forwarded to them by messenger this 
morning the note and an envelope with which to forward it to 
you. Each month we will deposit into our account at Flippin 
an amount sufficient to cover the monthly payment.” 

34. Memorandum to John Latham from Jim Mcdougal, April 18, 1985. 
"I want this preferred stock matter Cleared up immediately as 
X need to go to Washington to sell stock.” 

35. Memorandum to John Lathan from Jim McDougal, February 19, 
1985. "Proceed with your idea on the subordinated notes, we 
need to make a decision an Madison Bank & Trust.” 

36. Memorandum to John from Jim, January 7, 1985. "You, Greg, and 
X need to discuss Securities License. First South has one on 
toy its Service Corporation.” 

37. Memorandum to John Lathan from Jim McDougal, July 11, 1985. 
"I need to know everything you have pending before the 
Securities Commission as X intend to get with Hillary Clinton 
within the next few days.” 


4 

AZ-VoV 



4945 


Not** fro. the eonvereetion b*tu**n RTC Senior Criminal Inv.jtia.tnr r 

ftoV? % u“'«7! r ..* Prl1 8M,UW °" r * 6ra * ry 2 ' 19,< ’ UJrtJ 

. April *t*t*d th*t "th* p«opl* *t th* top" keep getting ukid .bout 
whlteveter, which m«m to h*v* become « eeteh *U phr*** for Madiaon and 
it • related investigations. Sh* said that eventually "this orouo* is 
goinq to hav* to isak* a *tat*n*nt about whether or not Whitewater eaueed 
a lota to Madison, but th* fact that Whitewater had no loan at Madiaon 
provided lees potential for a loss. April stated very clearly that Ryan 
and Xulka (»). th* "head people*, would like to be able to eay that 
Whitewater did not cause a lose eo Madison, but eh* problea is that so far 
no on* has been able to say that to ehaa. she felt like they wanted to be 
able to provide an "honeae answer", but that there were certain answers 
that they would be "happier about, because it would get thee off the 
hook* • 


© 


h*vo boon difficult to determine exactly vhot 
happened with tho Whitewater account, bocauao to many chocks had gone in 
and out of tho aeeount. and made a roforoneo to tho ond resulting nottino 
itsolf out- Sho asked about Grog Young* s work papors on tho Maple Crook 
Parms rttorvo for development analysis, and how it didn't soon to have anv 
apparont tio to Whitewater. X coneurrod that it didn't havo any 
legitimately defined tio, which is precisely why it was included in the 
referral. 


Sho inquired about tho $30,000 chock to Jin HcOougal froa Whitewater in 
S/0S, and about tho disposition of tho funds* X explained tho transaction 
as X know it* tho $30,000 had boon converted to a HGS0L cashier's chock, 
which was subsequently endorsed by MHB^MOIand deposited to Algge 
national Bank. X explained that when tho chock was force paid, t*e 
Whitewater account was overdrawn by over S3B.OOO which was then 
subsequently covered by the payment of a $30,000 bonus froa MFC to Jim 
HcOougal. deposited directly to Whitewater on HcOougal* s orders. 

She asked how we could get to a clear cut answer as to whether or r.ot 
Whitewater caused a loss to Madison. X stated that, as far as X am 
concerned, there is a clear cut loss. X also stated that any attempt to 
extract Whitewater as one entity from the rest of the HcOougal controlled 
entities involved in the alleged check kite will distort the entire 
picture. X further pointed out that X would produce the answers that were 
available, but that X would not facilitate providing "the people at the 
top- with the -politically correct answers just to get them off the hooxv 

She. asked questions about the specifics of the checks going through the 
Whitewater account. X stated that it appeared that the majority of the 
checks written out of the Whitewater account during the window tine frase 
were going to other financial institutions to make loan payments. X also 
said that the referral focused only on a short time frame, but that if 
that sane research were conducted for a two year period, it was my belief 
that the losses to Madison from the Whitewater account alone would easily 
exceed $100,000, given that $70,000 had gone out of the account during the 
sin month window time frame. X further added that the end lose result from 
the entire scam, using all 12 companies /entities, would be hundreds of 
thousands of dollars in what were essentially unauthorised loans. 

X stated that if she wanted me to tell her. unequivocally, that Whitewater 
didn't cause a loss, X could not do that. X could only reiterate the 
allegations contained in the referral, which ere based on fact, and that 
it is my opinion and belief that Whitewater did, in fact, cause a loss to 
Madison because of the amount of the unauthorised loans that HcOougal 
made, through tho check kite, to entitles in which he was a primary party 
and beneficiary. X also pointed out that this ultimately benefited his 
business partners - the same business partners that knew they had real 
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estate ventures chat were not cash flowing, but that also knew their 
mortgages and/or notes were somehow being paid. I pointed out that these 
business partners are intelligent individuals, the majority of them being 
attorneys, who oust have concluded that McOougal was making the payments 
for their benefit, t posed the question to her, if you know that your 
mortgages are being paid, but you aren't putting money into the venture, 
and yoe also know the venture isn't eash flowing, wouldn't you question 
the source of the funds being used to your benefit? would you just assume 
that your partner was making these multi-thousand dollar payments out of 
the goodness of his heart? wouldn't you wonder even more if you knew that 
your business partner's main source of income, an stl, was in serious 
financial difficulty, whieh by 198$ was fairly common knowledge? 

we discussed the initiation of the MCSL investigation, and how evidence of 
the check kite came to light. Z explained that after reviewing a series 
of checks, all of which noted "loan* in the memo field, Z discerned a 
patters that looked like a check kite, and proceeded to trace funds 
through the various accounts, which is a standard investigations 
procedures. Ths end result was the referral alleging a massive check 
kite. Z also advised April that I had been told by both the U.S. 
Attorney's offiee (Mac Dodson), and the FBZ (Steve Irons) that this was a 
highly prosecutable ease of check kiting. Z also told her that X disputed 
the declination of that referral on the basis of "insufficient 
information". She commented that "that's what Grand Juries are for", and 
I pointed out that it generally seemed to be the policy of the U.S. 
Attorney to agree to open, a case before they would start Grand Jury 
proceedings. I also noted that I found the treatment of that particular 
referral by the Justice Department to be highly unusual. This concluded 
our discussion. 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.m. at the offices, of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 


The first order of business, introduced by John Latham, 
was the matter of authorising* prepayment of Jim 
McDougal's bonus. After a full discussion, the 
following resolution «as unanimously adopted, with Jim 
McDougal abstaining from the voting: 

"RESOLVED, that the Corporation pre-pay to Jim 
McDougal $30,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 


There being no 
adjourned. 


further business, the meeting was 
% 


C<« 

Chairman ; * 
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State of Arkansas 

OFFICE OF THE SECRETARY OF 

“i 

APPLICATION FOR REGISTRATION OF 
FICTITIOUS NAME 


STATE 

FILED 

JUW’BK 


Tec W.J. “BIN" McCutn 
Secretary or SIM* 

Sial* Capitot 

Lilli* Rock, Arkansas 7 720 MOW 


W. 1 -BILL" McCUEN 

UCtCTABT OF IVATC 


Pursuant to the provisions ol Section 95 of ie Arkansas Business Corporation Act. (Act S76ol 1965). 
the undersigned corporation hereby applies for the registration of the use of a fictitious name and sub- 
mits herewith the following statement: 


1) The fictitious name under which the business is being, or will be'conducted by this corporation is: 

Madison Market Inf 

2) The character of the business being or. 'o be conducted, under such fictitious name is: 

advcrilalni and public i atlona 

3) a) The corporate name o I the applicant 

Madison Financial Coro, 

b) The Slate ol incorporation Is: 

Arianaii 

c) The location (giving city and street address) ol the registered office of the applicant corporation 
in Arkansas is: 

Street 2124 First Came rein 1 Bulldlne 

cn r Little Bock. 

Slate 

4) The applicant stales that il it Is a foreign corporation that it is admitted to and auttiorixed to do busi- 
ness m the State of Arkansas. 

5) The filing lee in the amount ol $10.00 is enclosed. 


Signature: 




Name ol AppflcaM Corporation: 
lUflfi 


/t OH * 


Address: 


P 0 Boa 1503 , little lock, 


IT 

At 72203 


SEAL 

ATTEST: 


INSTRUCTIONS: 

Prepare this lorm in duplicate, sand to Sacralary ol State’s Office. Stale Capitol. Utile Rock. Arkansas Duplicate 
copy wilt be returned to the corporation and muni be filed with the County Clerk, (not required in Pulaski County) 
ol the County m winch mo Corporation’s ragis Trad ollle* ia located. 


” saeneraOT 
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3/09/92 

to 

3/23/92 


3 / 23/92 

to 

4/13/92 


4/20/92 

to 

4/24/92 


CHZHIHAL IHVtSTZCATIVF CHBOHOLOGT OF EVENTS 


r 

till fa 


Midi son 6u aranty Savmgs t Lean fMGSf) and it's alleged tits to 
Vhitewater Development Corporation ('VAitivitifj and Bill « Hillarv 
Clinton were reported in a 3/9/92 How fork Times ortielo by Jeff 
Garth. HGSL ownor and board chairman ? Jamoa B. McOougal. had boon 
previously tnod and Acquitted on bank fraud chargoa in 9/90, 

Inquiries rogarding thoao tiaa oaanatod from both PTC Znvoatigationa 
in Vashington, O.C., and eAo formor director of t ho Tulaa 
Consolidated Offico, Tho vaahington inquiry wont through t ho Jtanaaa 
City Begional Znvoatigationa Offico to tho Tulaa Conaolidatod 
Znvoatigationa offico ? who woo responsible for invoatigating failed 
Arkansas thrifts. Tho question was raised as to whether Vhitevater's 
relationship with MG3L had boon reviewed? and wore there any 
resulting losses or potential criminal activity documented. Aa a 
result of this inquiry , the Tulaa offico criminal investigator 
assigned to the Arkansas thrifts waa aaked to work with tAo civil 
investigator in reviewing the completed investigative findings to 
date. Over a two week period, the criminal investigator reviewed all 
thrift records obtained from the institution at the time of 
conservatorship which were stored in the Tulsa office. These 
records included the available Board Minutes? comeittee and 
subsidiary minutes? Fidelity Bond policies? FHLB exams from prior 
years? outside audits? legal correspondence files and various 
limited loan files.. Ho mention was found of any vhitewater 
relationship with HGSL. 

During this time frame, .visa Investigations learned tAic i former 
HGSL employee, subsequently (and still) an attorney in the 
employment of a Little Bock law firm handling extensive litigation 
m Arkansas for the BTC, had allegedly fabricated «c i«««e evo years 
of minutes tor an HGSL subsidiary, Madison Financial Corporation 
( m MFC m ). The criminal investigator was asked to review daily 
records created by the former employee, who was at that time c.te 
executive iifiicifli to former HGSL president . John Latham. Latham 
pled guilty to one charge of bank fraud m 1999. Copies of the 
former employee's records had been shipped to Tulsa? where it would 
be determined it further investigation was appropriate. An 
affirmative decision was reached during the first week of 4/92 
Vhile this review was being conducted , tho civil investigator was 
reviewing additional Madison records stored in Little Bock under the 
control of the posf receivership assuming bank. Central Bank t Trust 
(~CB9T m ). These records, which had never been inventoried by either 
HGSL or CB4T. wore stored in a downtown Little Bock warehouse, and 
included, but were not limited to? formor officer correspondence . 
legal files, subsidiary land development and investment files, 
microfilm? demand deposit (checking) account rocorda/binders. 
cancelled chocks, etc. 


Baaed on tho findings of these concurrent criminal and civil 
investigative reviews, the decision was made that both investigators 
should travel to Little Bock tor a more extensive review of the 
warehoused documents. At this point, the criminal investigation, 
which had been previously scheduled tor late 1992? was rescheduled 
to 4/92. 

The investigators conducted an extensive review of the warehoused 
records, and the criminal investigator talked with the FBI and 0.3. 
Attorney's office regarding tho 1990 trial of fomr HGSL owner 
James B. HcDougal. The criminal investigator learned that the fax 
was previously aware of the fabricated subsidiary minutes and hed 
taken no criminal action. Tulsa Investigations management mi 

advised accordingly and thae a ape ec of tho review woe suspended. 
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ssdison Gusrsnty Sevinqt i losn 
Criminsl Znvestigstivs Chronology 
Pi gs 2 


i/1/92 

to 


7/15/92 


9/1/92 

CO 

9/2/92 


9/3/92 

CO 

12/15/92 


12/15/92 

co 

3/14/93 


3/15/93 


eo 

5/4/93 


to* war.hbvs.4 records r tv; ltd additions! Vhitawatar e hackuia 
account statements, fJmn, further qu.etio nt .bout the psy..-7on 
torn* ot Uhit .water's ebook,. A number of documents be long Jg t0 \a. 
termer C blot rinancisl of tier of AQSL/nrc were loetted. kaono 
these documents were severs! oeceuhtsnt/lodger worksheets on 
numerous Are subsidiery lend •developments- , .11 of which were 
»««iy subsidised by. host. Included in one o t the development 
worksheets mocked A. pie Creek forms • woe on itom denoting e $30,000 
chtrge to uhitevotor tor the coot ot on engineering survey, this woo 
the first indication ot a relationship between host, end/or Ate and 
yhitew.ter beyond the existence ot the* whit.w.t.r ch.c^/.Yclunt 
Onginil microfilm, Hong with pertinent original documents from t ho 
vsrehouse, worm sent tick to Tulss for further investigstion 
Research v«i conducted on t vivo McDougsl s nd/or McDougsl business 
Partner controlled sccounts. including Vhitevster. Check copies were 
produced tor t ewo yeer period between 6/94 end 6/it: e stenderd 
inveetigetive procedure when treeing the flow of funde . 

During the first week of 5/92. ell Tulse Consolidsted Office 
employees were edvised the c the Tulss office would be permenentlv 
closing st the end of 7/92 . All Tulss Investigstions records were 
shipped to the Rinses City Office, thus putting the Medison 
investigstion on hold. The copy process on the McDougsl end/or 
McDougsl business pertner controlled sccounts wes suspended es eel » 
due to equipment end records relocstion. 

The criminsl investigstor trsnsf erred to the Rinses city office et 
the end of 7/92. resuming the enslysis of Medison documents end 
checks. A criminsl ref errsl (9C0004) wee subsequently genereted 
Alleging e SI. 3 million check kiting scheme between the McDouqel 
end/or McDougsl business pertners controlled entities, including 
vhitevster. This ref errsl wes submitted eo e/>o FBI end o s 
Attorney, Zestern district of Arksnsss on 9/2/92. 

Hewing submitted the lmtisl referrsl on MGSL. the criminsl 
investigstor redirected priorities to the ongoing investigstions 
of three other tilled thrifts, which were intensifying. First 
rederel Sewings. Peregould, Arksnses. which wes c etching suspect 
pies negot ist ions. First Americs Ssvings, Ft. Smith, Arksnsss. whicn 
hid been referred from jurisdiction in the Vestern District st 
Arksnsss co CAo Oslles Sink Freud Tssk Force, end Cimmsron Federel 
Ssvings, Muskogee, Oklshome, for which investigstions hsd received 
en ellegetion of potentisl frsud from the msnsgmg egent 
Throughout these investigstions, the criminsl investidstor continued 
eo request end monitor e responem on MGSL referrsl f CO 00 4 . 

r i! I'JL', ill™??’* °J tlcm noe o//#r 4n r *t enderd response to 
the MGSL referrsl * edv is mg either cAic i cese would bo opened or 
thst prosecution would be declined, for three months . Zn response 
to numerous cells from the criminsl investigstor during the t time, 
the Little Rock FBI Specisl Agent in Chsrge sent s letter of 
Acknowledgement eo eAo rtc stetmg thet both the FBI end Q s 
Attorney hsd received the referrsl end exhibits. The investigstor 
continued to work on tho Aforementioned institutions while 
continuing eo monitor s potentisl response on the MGSL referrsl. 

The criminsl investigstor initisted s preliminsry review of criminsl 
Activity et Severs Ssvings , Little Rock, Arksnses, out of which e 
former borrower hed been convicted end sentenced in conjunction wie* 
s teilod Texes StL. This review involved extensive interviews vm 
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Madison Guaranty Swings 4 Loin 
Criminal Investigative Chronology 
Page 3 


3/4/93 

to 

3/23/93 


3/31/93 


to 

4/4/93 


4/3/93 

to 

10/9/93 

19/17/93 


ll/t/93 

to 

1/24/94 


tho borrow, and o review of his personal and corpora to records 
prior to his sentencing and incarceration in lato 4/93 Tho 
investigator continued to make verbal requests for a written 
response from the FBI or O.S. Attorney on MOSL referral C0004 . 

On 3/4/93, cAo criminal investigator sent a letter to the o.s . 
Attorney inquiring about the status of the referral. The response 
from the O.S. Attorney referred the investigator to the O.S. Justice 
Department in Oashington O.C. The criminal investigator initiated 
a series e t calls to OOJ /Washington to ascertain the status of the 
referral. Simultaneously, eh e criminal investigator, criminal 
investigations department heed and the field investigations officer 
determined eAoc the most espedient way to complete the investigation 
of previously defined criminal allegations at HOSL was to supplement 
the investigative manpower. 

Three additional criminal investigators were assigned eAo teak of 
reviewing loan transactions, checking accounts and subsidiary 
landing t r,n$.etion» to oemiu cJl* l.vml ot criminal activity at 
both MGSL and HfC . The lead investigator, along with another task 
assigned investigator, returned to the Little Mock warehouse for 
further document rsview. The investigators additionally travelled 
to Sour ocAor counties to review land records pertaining to property 
sales, loan and mortgages reflected in the County Clerk's offices. 
Those findings were shared with the other assigned investigators. 

The four investigators reviewed and analysed all available MSI 
transactional information for the ensuing 120 days. As a result 
nine additional criminal referrals involving multiple MOML and arc 
transactions were generated and submitted to the O.S. Attorney and 
FBX on 10/9/93 • 


The lead criminal investigator received a letter from the new u s 
Attorney ter the Sastern Oistrict of Arkansas. Mauls J. Casey. The 
letter stated that referral 9C0004 , submitted 9/2/92, had been 
declined due to “insufficient information* . 


MTC Criminal investigations continues to support the investigative 
•S/ores oS cAo StI and O.S. Attorney by providing HOSL and n re 
documents warehoused in Manses City, and offering assistance with 
ongoing subpoena compliance. 
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Tht responsibility for Investigation of eli failed Arkansas thrifts was 
by the Tulsa RTC Office of Investigations during the first quarter of m 
Responsibility «as assumed fro® the Kagan/Mlnneapolls RTC Office of 
Investigational the lead Kagan Investigator for Madison Guaranty Savinas Litti. 
Rock, Arkansas at that time was Mike Raoserly. 1 9 ' 


When the Tulsa office assuaed this responsibility, Madison Guaranty was asaionsd 
to civil Investigator Wyatt Adaae. Shortly after the reassignment of the 
Arkansas thrifts, several aeabers of the Tulsa Offiee of Investigations aade a 
sweep through the failed Arkansas shops and appropriated all the records deemed 
necessary for the effective completion of both civil and criminal Investigations. 


Xn aid suaasr 1991, Investigator Wyatt Adaae traveled to tittle Roek to review 
Madison Guaranty records held by the aegulrlng entity. Central Bank and Trust 
in an old, non-cliaate controlled building downtown on the river, which had been 
converted to a "records storage" facility. According to Adaae, when he arrived 
there were extensive records in poor condition, haphasardly heaped into the 
storage space on the second floor, which was poorly life and protected by a chain 
link fence and a padlock. Boxeo were on their sides with records dumped out, OOA 
binders were poorly stacked in one corner, and eultlple boxes had been shoved 
into shelving, with no identifiable inventory. It should be noted that these 
records were already In the warehouse at the time of the Investigations tsaa 
Spring 1991 "sweep" through the Arkansas thrifts, and that the former Managlnq 
Agent concurs that, to his knowledge, there was no inventory of these records 


In July 1991, the criminal investigation of Madison Guaranty was assigned to 
Investigator Jean Lewis. A followup criminal investigation was tentatively 
slated to begin during the third quarter of 1992, due to the fact that former 
thrift owner James R. McOougal had previously been tried on Bank Fraud charges 
stemming fro® Madison Guaranty, and was acquitted in 1990. The follow-up 
investigation was Intended to ensure that any remaining potential criminal 
matters had been properly reviewed and addressed. 


In March 1992, Senior Investigative Specialist Jon Walker contacted the Kansas 
City regional RTC office regarding an article that had appeared in the Mew fork 
Times stating possible ties between Whitewater Development, Madison Guaranty 
Savings and Loan, and Bill 4 Hillary Clinton. Personnel in the KC regional 
offiee then contacted the Tuled office with a request that this issue be reviewed 
to determine if Investigations was aware of, had reviewed and/or appropriately 
addressed matters pertaining to the possible relationship between Whitewater 
Development and Madison Guaranty. 


After a review of all available Tulsa Investigations inventory documents. 
Investigators Adams and Lewis were detailed to the warehouse in Little Rock to 
review the remaining Madison records and ensure that nothing had been overlooked 
with regard to any potential action on this matter. Investigator Lewis noted, 
with concurrence from Adams, that upon arrival that the records were in very poor 
condition, appeared to have been dumped and/or crammed into the warehouse space, 
and that there was no available inventory provided by Central Bank A Trust 
personnel which could identify the nature of these records. Investigator Adams 
noted that this was the same condition in which he*d found tho records in 1991 
Boxes had to be rearranged in order to establish work space and room for a table 
and two chairs. 

During the review of these records, neither Investigator Adams or Lewis located 
any loan files and loan records relating specifically to Whitewater Development 
or the Clintons. Investigator Adams then went through a number of Demand Deposit 
Account binders, to ascertain if Whitewater had maintained a checking account at 
Madison Guaranty. Re located an account and statements for 19B4, 19BS and 198S. 
Investigator Lewis reviewed multiple boxes of records, and recovered several 
documents from former thrift officer files that warranted further review. Among 
those documents was a ledger sheet marked "Reserve for Development - Maple Creek 
farms" fro® the records of former Madison cro Greg Young. On that ledger sheet 
was noted a $30,000 development reserve cost for an engineering survey charged 
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to Hhlttvittr Ootolofooot. Thtrt mi alto a liaitad amount of oierofn. w,..,. 
at tha wartheuaa. which waa appropriatad und.c tha tarma of tha Pt* Aor.«».« .1, 
raturnad to Tulaa along with aavaral 00A binders, with paralaalTn f 
Bank t Treat. A algnad raeatpt containing an ltaal iad U at of tha ConlaJ!. 
taken by Investigators Adame and Lewis was left with of Hi?? ** 

Prior to departing Llttla Rock, Investigators Adana and Uwls reviewed the 
Madison daily work til* ha id by Cantrai Bank 4 Trust to research the flow of 
funds through the Whitewater aeeount as pulled fro* the monthly statements which 
is a standard operating procedure for Investigations. Several checka payable to 
the Bank of Cherry Valley whleh identified loan numbers, were identified and 
copied from the dally work. Also copied were numerous check payable to entitles 
entitled Pembroke Manor, Rolling Manor, Madison Marketing and others, all of 
which were signed by James or Susan McOougal, payable to Whitewater Development 
and contained the notation *loan- in the memo field on the check. Aceounta^ere 
located and reviewed for these other identified entities! similar checks 
containing the -loan* notation were found to have been paid between the entities 
At that time, both investigators concurred that additional research would be 
appropriate, and requested all available film relating to Madison Cuaranty and 
returned it to Tulsa, leaving a receipt for the film, binders and original 
documents pulled from former office files with C84T employee Bonnie Crocheron 
Copies of ths entity statements and checks were pulled and/or duolleated tram 
film for the years 1984, 1 9BS and 19 84. L — Platen irom 


After the original film was duplicated, the duplicates were returned to Central 
Bank 4 Trust for their retention, and the original film waa retained in Tulsa by 
an RTC research contractor. The criminal invest lgat ion of Madison then 
continued, as the civil claims had previously been closed out by Pt4. 

In conjunction with the ongoing Madison investigation. Xansas City Investigators 
Jean Lewis and Randy Knight traveled to Little Rock in 5/93 to revisit the 
Madison records held in the downtown warehouse. Upon arrival Investigator Lewis 
immediately noted the condition of the records was eignif leant ly more organ Usd 
than it had been during the previous visit, and it was evident that a number of 
boxes had been cleared out. 

During this visit to the warehouse. Investigator Lewis learned from the storage 
facility attendant that the law fin of Mitchell, Sellg, Jackson. Tucker 4 White 
former general counsel to Madison Guaranty Savings, also stored records at thi 
warehouse. 

A number of the remaining boxes were reviewed, and the keys returned to 
— — Central Bank 4 Trust. At that time, Xnveetlgator Lewis noted to 2 

that the warehouse seemed to lack a number of boxes that had previously 
been there, and {■■■■■■ advised that some of the records had been retrieved 
and were being held In a back room at the bank (CB4T). When asked why this had 
not been disclosed when the keys had been picked up rather than returned mb 
Crocheron's reeponee was -you didn't ask.- returnee, ms. 

It_should be noted that, according to the US Attorney 'e staff la Little Rock, i 


to Madison and was summoned before the Grand Jury test imony 
that investigation has never been disclosed to this office. 

In conjunction with the ongoing Pit investigation of the RTC's referrals. 
Invest lgat lose advised the PBX that additional original Madison Guaranty 
microfilm, along with the records at the warehouse, were under i tlSTcon?^! of 
central Bank 4 Trust. It is the understanding of lUnsaT City Office of 
Investigations that the aforementioned records have now been subpoenaed bv tha 
U.s. Attorney's office and are now under the control of the Little Rock PBX. The 
film held by Investigations has alee been turned over to the rsi 
along with othor roeordo subject te Grand Jury Subpoena. 
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Resolotloc ist Corporation 

Kansas City consolidated Office 

4900 Main Stmt, P.O. Box 419570 

Kansas Cry, Missouri 44141 (814) 531-2212 (800) 345-3342 



September 1, 1992 


Mr. Steve Irons, Supervisory Special Agent 

White Collar Crime Unit 

Federal Bureau of Investigation 

Two Financial Centre, Suite 200 

P.O. Box 21370 

Little Rock, Arkansas 72221 


Re: #7236 Madison Guaranty Savings & Loan 

l Little Rock, Arkansas • In Receivership (11/29/90) 
CRIMINAL REF ERRAL NUMBER C00Q4 

Dear Sir 


Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 

Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law. and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being submitted to the 
U. S. Attorney's office under separate cover at a later date. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Crixainal Investigations. Kansas City Consolidated Office. * 


Sincerely, 


L Richard lorio 

Field Investigations Officer 


Enclosure 


/zvrt 
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Resolutio: jst Corporation 

Kansas Clij Consolidated Office 

4900 Main Street, P.O. Box 415570 

Kansas City, Missouri 64141 (816) 531-2212 (800) 3650342 


September 1, 1992 


The Honorable Charles A. Banks 

United States Attorney 

Eastern District of Arkansas 

U.S. Post Office and Courts Building 

600 W. Capitol, Room 331 

P.O. Box 1229 

Little Rock, Arkansas 72203 

Re: #7236 Madison Guaranty Savings & Loan 

Little Rock, Arkansas • In Receivership (11/29/90) 

CRIMINAL REFERRAL NUMBER C0004 

Dear Sir 

Certain matters have come to our attention which may constitute criminal offenses under Federal 
law. Enclosed is a report of an Apparent Criminal Irregularity. 

Information in this referral may have been derived from financial records of customers of federally 
insured financial institutions. I hereby certify that (A) there is reason to believe that these records 
may be relevant to a violation of Federal criminal law, and (B) the records were obtained in the 
exercise of the RTCs supervisory or regulatory functions. 

Due to the extensive nature of the exhibits relating to this referral, they are being sent to v 0 u x 
office under separate cover. 

Please direct any inquiries to the Investigator identified on the referral form, or to Lee O. Ausen. 
Department Head/Criminal Investigations, Kansas City Consolidated Office. 

Sincerely, 

L Richard Iorio 

Field Investigations Officer 


Enclosure 


nws 
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MEMORANDUM 


TO: Criainal Adain File 

FROM: Jean Lewis 

Criainal Investigator 

DATE: May 3, 1993 

RE: Background remarks and conversation with AUSA Bob 

Rodday' s of flea ra: Madison Guaranty Savings rafarral 

Zn March 1993 , shortly aftar tha dapartura of forser U.S. Attomay 
Chuck Banks, Z was advlsad by AUSA Bob Rodday on an unofficial 
basis, that Banks had forvardad tha "Madison rafarral" to Justica 
in Washington O.C. alaost immediately aftar racaiving it last 
September; Rodday also addad that Banks had takan this action as 
tha rafarral was "politically hot". 

Z contacted Rodday 's off lea aarly this aftamoon to saa if AUSA 
Floyd Mac Dodson was still with tha U.S. Attorney's offiea, of if 
ha had laft with Chuck Banks. Z was advlsad by Rodday 's saerttary, 
Laura, that Dodson did, in fact, laava with Chuck Banks, and sha 
of farad na their number, which Z declined. Z asked her what would 
have happened to Dodson's cases, and sha offered to "check tha 
cosputar" and call aa back, if Z could give her a specific case, 
which Z did, identifying Madison Guaranty Savings criainal rafarral 
$ C0004 . 

Approximately five ainutes later, Laura called back and advised sa 
that no racord of that rafarral showed up in their computer system; 
sha than advised sa that in conversing with AUSA Rodday, ha told 
her that Banks had sent it to Justica in Washington, and that "we'd 
probly never hear about it again". 

A latter inquiring about tha status of the rafarral has been 
prepared to sand to U.S. A. Pence later today. 

cc: Richard Zorio 

Lao Ausen 
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MEMORANDUM 


TO: Criminal Admin File 

FROM: J.an L.vi»*S^\ 

DATE: May 19, 1993 

RE: Additional convarsatlon with Offica o t La gal Counsal for 

U.S. Attorney's, U.S. Justice Department, Wash., o.c. 

In following up my previous discussion with the Office of Legal 
Counsel on May 13, I contacted Dyone Mitchell (secretary) of that 
office to see if she had been able to determine the status of the 
Madison referral, as I had not heard back from her. She consulted 
her notes and advised ae that they "have no record of that 
referral, it is not in their computer system, it has not been given 
to an attorney"; upon repeating this response to her, she 
reiterated "no ma'am, that referral has not been submitted to this 
office. " 

After advising Lee Ausen and Richard Iorio of this conversation, 
the decision was made to resubmit the referral through the U.S. 
Attorney's office in Little Rock, and contact Ms. Mitchell in the 
Office of Legal Counsel to see if that office should be copied on 
the referral and letter to Richard Pence, U.S. Attorney in Little 
Rock. I contacted Ms. Mitchell again to inquire as to whether that 
office should be copied on the referral. She said yes, and when I 
asked to whose attention it should be directed, she responded that 
it should be sent to Acting Assistant Attorney General Daniel 
Xoffsky, as the Assistant Attorney Ceneral, Mr. Dellinger, has not 
yet been confirmed. 

The letter of re-submission will be prepared this afternoon, with 
a copy going to Mr. Xoffsky *s attention. 

ce: Richard Iorio 

Lee Ausen 


• . N. uj 


/■2-V/7 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richara Iorio$Investigaticns#RTCXLMID 
Lee 0. Ausen*Investigations$RTcXQIID 

L. Jean Lewis9lnvestigations*RTCXCMID 
#7236/Madison Guaranty Savings 
Wednesday, May 19, 1993 IS : 55: 03 COT 

Y 



In following up on the suggestion that Mr. Daniel Koffsky, Acting Assistant 
Attorney General, be sent a copy of Madison referral $ C0004, I contacted the 
Office of Legal Counsel to verify the correct address. In speaking with Dyone 
Mitchell of that office, I reiterated the address provided by US Atty Richard 
Pence, which reads: 

Office of Legal Counsel 

Executive Office for the U. S. Attorneys 

U. S. Justice Department 

Washington, DC 20530 

The letter provided the phone number (202) 514-2041. 

Ms. Mitchell advised that the Office of Legal Counsel and the Executive Office 
for the U. S. Attorney's were two separate sections, and that the referral cay 
iave been forwarded to the Executive Office instead of Legal Counsel. She 
then connected me with the operator, who put me through to the Executive 
3ffice where I spoke with Stephanie Kennedy. I explained to Ms. Xenr.edy -nat 
! was looking for, and she said she would get back to me this afternoon. 

She called me back at 3:30, and advised that she had forwarded the matter :n 
to Donna Henneman in "Legal Counsel", who would cheek it out and call me racx 
tomorrow. I then contacted Ms. Henneman to offer background information :n 
• hat I was looking for. When I explained that it was a referral out of 
'adison Guaranty, forwarded to that office by Chuck Banks, she had immediate 
•now ledge. stating "oh, the one involving the President and his wife". :>• 
then stated that the referral had been sent to that office (exactly wnicn 
sffice is still unclear to me) as a special report for the attention of t.te 
attorney General, and not as a referral for prosecution. She than stated -at 
'anytime a referral comes in that would make the department look bad, zr *as 
political ramifications, it goes to the Attorney General." She further *;ded 
:hat the referral had been submitted to that office "because of the poi;t::ai 
ramifications and political motivations", and then told me that referrals .ere 
tot prosecuted out of that office. She then stated that the referral w ad teen 
tec lined. I advised her that the referral had not been declined, and rets er 
:he letter sent to this office by U.S. Attorney Richard Pence. She 
acknowledged that she was confused, and told me she would speak with her 
supervisor, Deborah Westbrook, and have her call me back tomorrow, z --•n 
isked for Ms. Henneman' s title, and she informed me that she was the 
-rogram Manager. I thanked her and ended the conversation. 

:'ll keep you posted if and when I hear from Ms. Westbrook. 


/zv/v 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Rlch.ara lor icSInvest igat ionseRTCXt.lID 
Lee 0. Ausen§ Invest igat ions#RTCKCMID 

L. Jean Lewis#Investigations6RTCXCMID 

/7236/Madison Guaranty 

Wednesday, May 26, 1993 16:10:47 COT 

Y 



I've just received a follov-up call froa Donna Henneaan at Justice in D.C. 

She informed me that after speaking with Deputy Dlrector/EO Wayne Rich she 
learned that referral /C0004 had been sent to former Special Counsel Ira 
Raphelson. I noted that Kr. Raphelson is now in private practice, she 
concurred and said that she wasn't sure where it had gone after he left, but 
that she was going to call the "criminal fraud division at Justice” and see if 
they are prosecuting the case or if a declination letter has been issued. I 
restated that, to ay knowledge, the referral had not been declined, and that 
I had been advised by an FBI agent in Little Rock that it was a "very solid 
case of check kiting, and was highly prosecutable.” 

Ithen identified the ^ME sus P ccts named in the referral 

her and she thanke^m^an^told te 

sne'dbe back in touch as soon as she found something. She also stated that 
she was growing increasingly frustrated with the situation, because she had 
seen the information, knew that it had come in, and couldn't understand why 
she was having such a hard time tracking where the referral and exhibits had 
gone. 

To date, each time she has given me a date that she would call back, she has 
kept her word. I'll let you know when I hear froa her again. 


W/9 
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To: 

TQl 

3cc: 

"ron: 

Subject: 

?att: 
xttach: 
rertify: 
'orvarded by: 


L. Richard Ioric$Investigations§RTCXi..'1ID 
Lea 0. Ausen*Investigations*RTCXCMID 

L. Jean LewisflnvestigationsiRTCXCMID 
Madison Guaranty 

Tuesday, June 8, 1993 15:16:49 COT 
Y 



\s we discussed this morning, I was going to contact Audrey Word at DOJ in 
Washington this afternoon? however, before I could call, Donna Henneman in the 
:xecutive Office for U.S. Attorney's called me. It seems that Madison 
eferral / C0004 has reappeared on her desk. Audrey Word was successful in 
ocating the referral within the Fraud section of the Criminal Division and 
determined that the individual assigned to the referral "didn't want to deal 
ith it", so she sent the referral and all pertinent info back to Donna 
enneman for further disposition. 

onna advised me that the Criminal Division (no one specifically identified) 
ent a memo to Doug Frazier, Associate Deputy Attorney General (in Depty Atty 
eneral Heyman's office) advising him that there was "no identifiable basis 
or recusal of the U.S. Attorney in the Eastern District of Arkansas"; this 
as a direct quote from tbe memo, as she read it. She then told me that she'd 
ontacted Mr. Frazier who did not remember receiving the memo, and suggested 
hat she get the memo and the referral to him for review and a final decision. 

he has subsequently sent him both the referral and the memo, and said s w .e* * 
eep me posted. I then advised her that during the intervening period, 
iditional information has surfaced that would further support the allecat *~s 
ontained in the referral, so I would be most curious as to their decision 
~en concluded the conversation by telling her "whatever the decision* * 

?ed something in writing so that I can close out the file with a decl 
r offer support for an ongoing case." She agreed and said she'd stay* -. 

3UCh. 

'11 keep you posted. 


/ZVlO 
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To: 

Cc: 

3cc: 

? rom: 

Subject: 

Date: 

Attach: 
certify: 
Forwarded by: 


L. Richard lor io§ Invest igationsSRTCKCM ID 
Lee 0. AusenS Invest igations§RTCKCMID 

L. Jean Lewis3Investigations$RTCKCMID 
#7236 Madison Guaranty Savings 
Wednesday, June 23, 1993 15:21:55 COT 

Y 



it approxiaately 3:00 this afternoon, I spoke with Donna Henneaan in the 
executive Office for U.S. Attorneys, regarding the status of the Madison 
referral /C0004. She advised that she had sent the "package" to Associate 
Deputy Attorney General Doug Frazier on June 8, as we had previously 
liscussed, but that she had received the entire package back on her desk today 
with no further answers, as Mr. Frazier was now the new U.S. Attorney in cr.e 
:f the Florida districts; she had not determined whether Mr. Frazier had taken 
my action prior to his departure, and had spoken with her supervisor 
-egarding her next action shortly before I contacted her. She advised that 
:he will attempt to contact Mr. Frazier in Florida sometime tomorrow, and 
•etermine what decision, if any, had been made. 

:he then advised that "this sort of thing happens all the time when we're 
rying to get the guys upstairs to make a decision." She said she'd be back 
n touch as soon as she had an answer from Doug Frazier, or his replacement, a 
*r. Dave Margolis. 

’his was the 8th conversation I've had with Ms. Henneman since I first 
ontacted her on May 19, 1993. 

' 11 keep you posted. 


/Z¥z-/ 
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To: 

:c: 

3cc: 

“roa: 

Subject: 

3ate: 
attach: 
:artify: 
'orvarded by: 


!. Richara Icris* Invest igations#RTCXcMIO 
Lat 0. Ausen# Invest igations$RTCKCMID 

L. Jaan Lewis#Investigaticns$RTCKCMID 
#7236 Madison Guaranty Savings 
Wednesday, Juna 23, 1993 15:37:30 COT 

Y 



:onna Hannaaan (EO/US Attornays) just called na back to lat aa know 
ipoka with fornar Associate Oaputy Attornay General Doug Fraiie™ He advi^d 
ar that ha mat with Tony Muscato, the Oirector of the Executive otttJLtll** 
.S. Attorney's, and that the decision has baan made to rlSrn Jh2 
he O.S. Attorney in the Eastern District of Little Rock, a2 ?hw III 

?Sn tiill th * u - s - Attorn * yV * nd * l.cJ oY 


s. Henneman than added that she doubted whether or not the U.S 

astern District/Arkansas would be aware of this situation yet, ’but suoaeir** 

net I wait a few days and then contact that office in Little Rock jested 


ie asked to be kept posted on the outcome, 
distance whenever and however possible. 


and offered her continued 


/ 2 -^ 22 - 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richara IoriceiNVEST-lGRTcxc 
Lee 0. Ausenf INVEST- 1GRTCXC 

L. Jean Levis*INVEST-imcxc 

/7236 Madison Guaranty Savings 
Thursday, September 23, 1993 15:03:56 CDT 

Y 



I've just had a conversation with Donna Henneman, Ethics Proqram Manana 
Executive Offic. for U. S. Attornays. I called Donn. to »Ik2 2 ,7 m? 9 "' 
ieterainatlon as to whethar or not sha wants formal notification or 
existence of the subsequent referrals being submitted to th • 1 s f » „ 
Eastern District of Little Rock, on Madison. " 3 ’ 

rn discussing the standard RTC procedure of tha subaission of referral* «►,. 
las requested that she be copied on the transaittal letters that 
S. Attorney and FBI. At the tine she receives the copies oftho.2 i!?* h °’ 

i rr l Wll r th * n re 3 u * st th> referrals and exhibits froa the U. S. Attorney'*' 
iff ice for any necessary follow up. So, at her request, r 1 «k 
-.o CC! Ms. Henneaan in her official capacity. She felt that a lette? 1 
(questing copies at this point was unnecessary, and if it bacon?.!! 

•he will go through her channels at Justice to obtain thi do!uM!L???* S ? iry ' 
J. S. Attorney Paul. Casey. Donn. has also request S2 t Sp?"?^ 2 
■ne paragraph summary of th. content of th. referrals with the tran!s?ttIJ ' 
etters, so that she will be aware of those with -sensitivity i !? " 1 

• glad to provide the requested summary as an add.nSSi p„«r«? "'L. 1 wl11 
ottom of each transmittal letter. p«ragrapn to t..e 

he then asked me about the final disposition of MGS&L referral conns . „ , _ 

er that I had been advised that it was received back in the u. s *7*^ 

but that X had received no formal notification that a case 5 

pened, nor a declination letter. 1 expressed my concerns\hat tha^fn. 88 " 

:)• asked sta * i n touch •• to the responses that I get from the U s 

ttorney s office, and assured me that, if necessary, the "higher-ups* at 
ustice would make sure something got done with these referrals 
ther. whAch ln h * r worda "* h OMld have keen handled by now, 'one iay‘c? 


'11 keep you posted. 


/Z*/ Z. Y 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


L. Richara Iorio#INVEST-i|RTCKC 
Let 0 . Ausen*INVEST-l$RTCKC 

L. Jean Lewis8INVEST-i§RTCXC 

/7236 Madison Cuaranty Savings 

Wednesday, September 29, 1993 12:16:43 EOT 

Y 



I've just received a call from Donna Henneman, Ethics Program Manager 
Executive Office for U. S. Attorney's, Washington, D. C. She advised that 
she had spoken to her supervisor. Deb Westbrook, and Ms. Westbrook's 
supervisor, Doug Frazier, regarding whether or not the Executive Office wanted 
copies of the madison referrals slated for submission this week. Ms. 

Westbrook and Mr. Frazier have determined that the Executive office should 
receive copies of the referrals and exhibits. Upon receipt, they will review 
them and determine whether tc instruct the U.S. Attorney's office to act on 
them accordingly, or if they should be forwarded to the Public Integrity 
Section of DOJ for further review. I inquired as to the nature of the Public 
Integrity Section and was advised that it is the section of DOJ responsible 
for the prosecution of public officials. Ms. Henneman also advised that t*ev 
lave made the decision to get the Deputy Attorney General's office involved n 
-his situation, and bring them up to speed. 

: asked her to submit this request in writing, in order to document the 
Investigations file and she responded that she would do so, faxing me ‘a e-*er 
-his afternoon. I've provided her with the fax number and will codv vcu* — n 
■jceipt of her letter. 1 

~o briefly summarize the situation to date, I contacted the Executive c"--e 
or U. S. Attorney's on May 13, 1993, at the written suggestion of US 
attorney Richard Pence, pursuant to his letter of May 10, 1993 regardi-q 3Y 
ritten inquiry as to the final disposition of Madison referral /C0004 
ubmitted on 9/1/92. Mr. Pence advised that the referral had been forvir-ed 
he Executive Office by former U.S. Attorney Charles A. Banks due to what *V 
:eemed was a "conflict of interest". This information was relayed to Ms 
fenneman during my first conversation with her. During subsequent calls* I 
'•ceived from Ms. Henneman, she advised me as to her progress in tracking t*e 
hereabouts of referral /C0004, which she finally located and had forwarded ’ 
:ack to her office on June 8, 1993. At that time, Ms. Henneman advised ee t-at 
he decision had been made by personnel in the Criminal Division of DOJ *hat 
here was "no identifiable basis for recusal of the U.S. Attorney in t*e 
astern District of Arkansas", and that the referral would be forwarded tack 
o the U. s. Attorney's office in Little Rock. Since that tine, Ms. Henntean 
as contacted me to follow up on the final disposition of the referral, x *ave 
dvised her that this office has not yet received notification of an cper.ed 
ase, or a letter declining prosecution. During these aforementioned 
onversations, the issue was raised as to further referrals, and whether the 
xecutive Office should be copied on any further referrals to avoid a 
icurrence of circumstances. I received notification of that decision t=<j*y 
hen Ms. Henneman contacted me, as previously outlined. 

lease let me know if you have any questions. 
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To: L. Richara Iorioil.WEST-iSRTCKC 

Cc: Let 0. Ausen#IMVES?-l§RTCXC 

9cc: 

From: L. Jean Lewis*INVEST-l§RTCKC 

Subject: /7236 Madison Guaranty Savings 

Sate: Wednesday, September 29, 1993 16:22:55 EOT 

Attach: 

Certify: Y 

Forwarded by: 



I've received a follow-up call from Donna Henneman with the Executive Office 
for U. S. Attorneys. She spoke with her supervisor. Deb Westbrook, reqardina 
ay request for a written follow-up to her verbal request that the Executive 
Office be copied on all the Madison referrals and exhibits. Ms. Westbrook has 
withdrawn her initial request for copies, and stated that they will go throuah 
the U. S. Attorney's office to obtain copies rather than having us copy t*eir 
office directly. Ms. Henneman indicated that this route would not make the u 
5. Attorney's office feel as though the Executive Office was "goinq behind 
their back" in requesting copies of the referrals. 

She then reiterated that she would like to be copied on the transmittal 
letters that will be sent with the referrals to the U. S. Attorney and the 
r BI, with a brief summary paragraph outlining the suspects and content of each 
-•^•rral. I agreed to her request, and will make arrangements to provide the 
requested summary on the transmittal letters. 

I'll let you know if I hear from her again. 


/zvz4> 
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To: 

:c: 

3cc: 

From: 

Subject: 

Date: 

\ttach: 
Certify: 
Forwarded by: 


Lee 0. Au»en6 INVEST- 18RTCKC 
L. Richard Iorio6INVEST-l*RTCXC 

L. Jean Levis*INVEST-l§RTCKC 

/7236 Madison Guaranty 

Tuesday, October 26, 1993 15:35:28 CDT 

Y 



lust FYI . . . 

lased on our conversation this afternoon regarding the OCC's inability to 
ocate their past exams for UNB/Little Rock, I took a shot at a hunch, and 
:ade another call to Cristina Flechas, the attorney for the FOIC in Memphis 
’ho had previously advised me (in response to ey written request of 6/23) that 
>CC would have been the regulatory agency for UNB during 1986. 

ristina, so I have learned, is no longer with the FDIC in Memphis. However, 
spoke to her successor, Broderick Nichols, and outlined the previous request 
ith him, asking him if he would do some additional followup just on the off 
hance that the FDIC might have done a concurrent exam on UNB with OCC at some 
oint between 1983 and 1987. I then explained to him that the OCC seemed to 
e having some difficulty in locating their records, and advised him that I 
as informed by OCC that prior to 1991, UNB was actually First National Bank 
f Jacksonville. Well, it turns out that Broderick Nichols is from Little 
ock. What a small world! And he evidently grew up knowing where Union 
ational Plaza is and that Union National Bank was, and still is, the largest 
ank in Little Rock. He was somewhat concerned about the fact that OCC 
ouldn't find their exams, and has offered his expeditious assistance in 
ocatlng any concurrent exams done by FDIC. He's also offered to aid me in 
ocating other potential leads and sources within OCC that might be able to 
ediscover the whereabouts of the UNB exams. He couldn't quite understand hew 
he OCC could lose a $500 million bank. Does this sound familiar?? 

'11 keep you posted. 


/ZVZ 7 
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To: 

Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Cartify: 
Forwarded by: 


L. Richard Iorio*INVEST-imcxc 
Lea 0. AusenG INVEST- II RTCXC 

L. Jean Lavish INVEST- 1 IRTCKC 
/7236 Madison Guaranty 

Wednesday, October 27, 1993 13:37:23 CDT 
Y 



lust got a call from Donna Henneman, Ethics Prograa Manager, Executive Office 
for U.S. Attorneys. She asked if I'd received a declination letter on the 
first referral (C0004) froa the U.S. Attorney in Little Rock. I told her that 
'e had not received a declination to date. She then advised that her 
iupervlsor. Deb Westbrook, had evidently had a conversation with U.S. Attorney 
’aula Casey, and that Ms. Casey stated that she would be sending a declination 
etter to the RTC on that particular referral. No date was given, and Donna 
!id not reference the date of the conversation between Ms. Westbrook and Ms. 
asey. I asked Donna if she knew the basis for the declination, and she 
esponded that she did not, and hadn't seen a copy of the letter either. She 
hen suggested that if Z do not receive the letter of declination within a 
airly short tine frame, to please let her know. 

onna also noted that Ms. Westbrook advised her that USA Casey had stated she 
ould "deal" with the other referrals as well. 

'11 keep you posted as to any further calls from Ms. Henneman. 
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United 5 .Anomey 
Eastern l da of Arkansas 


Arr- i 


ha Offset Bat 1229 
Lett Meek. Artmias 72201 


October 27, 1993 



Ns. L. Jean Levis 
criminal Investigator 
Resolution Trust Corporation 
4900 Main Street, Suite 200 
Kansas City, MO 64112 

Res #7236 Madison Guaranty Savings and Loan 
Crininal Referral Number C0004 


Dear MS. Levis: 


I am writing at the request of the Office of Legal Counsel , 
Executive Office for U.3. Attorneys of the 0.3. Department of 
Justice to let you know the status of this referral. 

As you Xnov, this referral was reviewed by the Crisinal 
Division of the U.3. Department of Justice at the request of the 
previous United States Attorney for the Eastern District of 
Arkansas. The setter was concluded before Z began working in this 
office, and Z vas unaware that you had not been told until I was 
contacted by the Office of Legal Counsel. After receiving the call 
froe Legal Counsel Z reviewed the referral, and I concur with the 
opinion of the Department attorneys that there is insufficient 
information in the referral to sustain many of the allegations made 
by the investigators or to warrant the initiation of a criminal 
investigation. 

Although Z an declining to take further substantive action on 
this referral, my decision does not foreclose future prosecutions 
about the natters covered by the referral or related matters in the 
event that ay office and the FBI are given access to records or 
information indicating that prosecutable cases can be made. 

Sincerely, 


cy. Ol 


PAULA J. CASEY ^ 
United States Attorney 


ccs Debra Westbrook 

Office of Legal Counsel 


/Z¥* 2 ? 
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if SOLUTION 


(MUST COiPOiATION 


R«ioMai Tht CrMl 
K«ioriii| TIm CoaMnci 



Hovambar 1, 19 93 

Tha Bonorable Paula /. Caaay 
Onlfd s tataa Attorney 
liicfra District of A rkanaaa 
P.O. to* JJi# 
tleeio AocA, AtAm««« 

tot Aatfifon Guaranty Saving a I Load 

Criminal I«/«rrii Humber C0004 

Doer *«. Cuty* 

I A«v« received your Oetobmr 27, 1993 lattar regarding t ho above c optioned thrift 
And rafarral . On tho basis of comments co ntainad within your lottor, I am 
interpreting tAot correspondence aa a formal daclination to proaoeuta ratarral 
4C0004. You atipulatad in your lattar that thia mattor waa concludod prior to t ha 
baginning of your tanura aa t ha Onitad Stataa At to may for tAo taatarn District 
of A rkanaaa. Prior to tha racaipt of your lattar, MIC Znvaatigationa waa not 
advised that tha mattar had baan formally concluded. 

Between Saptambar 1, 1992 and today 'a data, thia of flea haa racaivad a total of 
thraa lattara with ragard to tha aforamantionad rafarral, ineluding your lattar 
of daclination. Tha othar two lattara wara from fMX/SAC Don Pattua, 12/13/92, 
aeknowladging raeaipt of tha rafarral, and from Acting Onitad Stataa A ttorr.ay 
Miehard Panea, 3/10/93, adviaing thia otfiea (Jlie ha waa unaware of tha rafarral 
jtitu# aa it had baan torwardad to tha Ixacutive Of flea for Onitad Stacaa 
Attorney's by former Onitad Stataa Attorney Chuck Banka. 

If there ware othar documenta produced that are relative to tho eoneluaion of 
thia matter, X would appraetata receiving tha «ppropri«co copiaa. 

Tho PTC Kansas City Office of Znvaatigationa will continue if a policy of 
cooperation with both tho Onitad Stataa Attorneys office and tho fSX on all 
rafarral related and investigative matters, making all pertinent racerda 

accaaaibla aa requested* 

Should you have any further queationa, or if thia office may bo of further 
assistance, please do not hesitate to contact me it (SIS) 949-72 39, of if Z am 
unavailable. Supervisory Investigator tea Auson at (SIS) 949-7243 or riaid 
Investigations Of Hear Miehard Xorio at (914) 944-7212. 


vary truly peers. 



Senior Criminal Investigator 


cca Debra Wastbrook/Offiee of legal Counsel 

l* Miehard loriefPield Investigations ofticar/KCO 
Lae Aofoti/Suporvioojy Invest igator/KGO 


4900 Moin Sheet. Serf* 200. KonataCSy. Msseol. 641 12. (916)531-2212 
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o: 

:c: 


Bcc: 

From: 

Subject: 

Date: 

Attach: 

Cart if y: 
Forwarded by: 


Jane M. wanJccvskitOLAmcxc 
L. Richard Iorio 
Lee 0. Ausen 
Michael X. Caron 

L. Jean Lev is! INVEST- 19RTCKC 
re: madison guaranty 
Wednesday, November 10, 1993 


13:24:34 CST 



N 


Hey you I Just a heads up to let you know that Mike Caron, Senior Criminal 
Investigator, is now the lead investigator on Madison... so anymore faxes you 
send should come to Mike's attention, and any further communication about 
Madison should go to his, too. The Powers That Be have decided that I'm 
better off out of the line of fire (and I ain't arguing), but please let ae 
assure you, that we are leaving you in very capable hands 1 Cot any questions 
beyond that, ask Lee or Richard... 


/zVJ/ 
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:o; 


*c: 

ice: 

'romt 

-ubject: 

>ate: 
attach: 
rertify: 
orvarded by: 


Janas R. uudine#Oper-inv#RTCDC 
Oannis M. CavinawlEXECtRTCXC 
Janas G. Thompson# EXECFSC6RTCXC 

A. Bowan Hinton#OLMRTCXC,Jane M. JanJcovsk i #OLA# RTCXC 

L. Jann Levis# invest- i#rtckc 
L. Richard lorio# INVEST- 1#RTCXC 
Madison Guaranty 

Monday, Movanbar IS, 1993 11:26:54 CST 
WHITE? AP . MAO 
N 



>n Thursday, Novanbar 11, 1993, thara was an article that appeared in the 
ashington Post concerning declination of prosecution on the first Madison 
afarral that was transmitted to the Dapartnant of Justice (DOJ) on August 31 


ontained in the article was information that the referral had bean reviewed 
y DOJ and that a decision had bean nada early on to decline on this referral 
.nd that whan Paula Casey US Attorney, Little Rock, Arkansas, in fact issued 
ha declination in October 1993, she was sinply bringing this Batter to a 
lose. 

ha document attached Clearly refutes this train of thought. In fact, it 
ppears that no thorough. review of the document had been conducted as late as 
une 23, 1993, some ten nonths after the referral had been initially 
ransmitted. It was not until September 29, 1993 that this office was advised 
hat the referral would be reviewed. 

his whole issue might not be important, however, for purposes of credibility 
ith regard to the RTC's efforts in this area, this memo and attachment are 
ubaitted for factual clarity. 


/2V32- 
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RTC Criminal Mftml #€0004 on Madison Guaranty Savings was conplated on August 
31. 1992 . signed by RTC Kansas City Invsstlgatlons oaaagament on SeptMber 1. 
1992 # and aant via cart If lad sail on September 2* 1992# to Charles A. Banks# O.B. 
Attorney# Kaatara District of Arkansas# and SSA Stava Irons# Ftt# Llttla Rock. 

By early Boveaber 1992# no standard wrlttaa response of prosecution or 
dac 11 nation had baaa forthcoming from tha O.S. Attorney's off lea. Is aid 
Kovamber 1992# tha lead criminal Investigator aada tha first of a nuabar of 
verbal requests to both tha O.S. Attornay and FBI la tittle Rock for sow fora 
of vrlttan acknowladgaaant that tha referral had baaa received and reviewed. A 
bitten acknowladgaaant dated Decaaber IS# 1992# froa FBI SAC Don K. Fettus# was 
received by the lead crlalnal Investigator on January 4# 1992. this 
acknowladgaaant stated that tha referral had baaa received# and that further 
questions should be directed to AUSA Floyd Mac Dodson# who had also received the 
referral and exhibits. On January 9# 1992# the lead Investigator had a 
conversation with AOSA Mae Dodson in which ho advised that he waea*t sure the 
referral was still In the O.S. Attorney 'a office la Little Bock# and that If 
prosecution occurred# it would probably be through a special attorney sent to 
Little Rock to handle the situation. 

For four aonths# there was no further coonunlcatloa or correspondence received 
by Investigations on this natter. In a May 2# 1992# conversation between 
Investigations and the O.S. Attorney's office# It was Indicated that referral 
#C0004 had been *sent to Justice in Washington alnoet as soon as it was received 
last September* on May 4# 1992 Invest lgat lone sent a written Inquiry to Acting 
0. S. Attorney# Richard M. Fence# requesting the status of the referral. On Nay 
12# 1992# Invest lgat Lons received a letter fron Mr. Fanes (dated May 10# 1993) 
stating that foraer O.S. Attorney Charles Sanke had determined that hia office 
had a conflict of lntaroat with conducting an Investigation or prosecuting 
criminal charges relating to referral #00004# and had sent the referral and 
exhibits to the Office of Legal Counsel (*Obe*)« Executive Office for O.S. 
Attorney's# 0. S. Justice Department# Washington 0. C. Be stated that any 
further inquiries as to the status of the referral should be directed to that 
office# providing a phone number in Wsshlngtoe 0. C. 

As suggested by Mr. Fence# the lead investigator called the OLC on May 12, It*). 
This initiated a aeries ef IS phone calls between the OLC and Investigations* 10 
taking place between May 12 and June 29# 1992# and five transpiring between 
September 22 and October 27# 1992. The majority of these cells were incoming to 
Investigations# and provided Information as to the progress being made with 
regard to locating and determining the status of the referral. 

The June 23, 1993 conversation between Invest lgat lone and OLC Indicated that the 
decision had been made to return the referral to the 0.1. Atto rne y la Little Rocs 
as there wae "ne basis far recusal of the 0. S. Attorney" and appa r ent "lack of 
conflict of Interest." During a conversation on September 23# tan OLC inquired 
as to the "final disposition" of referral #00004. They wore advised by 
Invest lgat ions that no formal notification had boon received of either a 
declination or intent to prose c ute. Investigations thee advised OLC that there 
were additional referrala pending# OLC thee requested that Investigations rams is 
la contact with the OLC regarding further communication from the 0. S. Attorney 
in Little Rock. 

Oe September 29# 1992# the OLC contacted Investigations and advised that 1) tm 
Deputy Attorney General 'a office had been advised of the situation and 2) that 
the pending and prior referrala would be reviewed and a decision made so to 
whether or not they be forwarded to the Public Integrity Section of Justice sad 
reviewed for potential prose c ution. A verbal r equest was then mads by OLD that 
they be copied oe the transmittal let tore to the O. 8. Atto rn ey accompanying the 
new referrals# and that they be further provided with a summary of each referral. 
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The nine new rifirrili were submitted to tho 0. S. Attorney and rti in Littin 
Rock on October I, 1993. On October 13, 1993, the Office ef Legal Counsel wan 
provided with coplee ef the tranealttal letters, end the requested eumrlnn on 
each referral. 

On October 29, 1993, Invest lgat lone received a call from OLC Inquiring an to 
whether or not Invent lgat lone had recnlvnd a dnclinatlen letter on referral 
fC0004| the response was "no." Investigations was advised thet O.f . attorney 
Pauls Casey had advised the OLC that she would be sending a letter of declination 
to RTC Invest lgat lone. 

on November 1, 1993, Invest lgat lone received a letter dated October 37, 1993, 
from 0.9. Attorney Paula Casey stating that the disposition ef referral fcoooa 
had been concluded prior to her taking office, and that she 'concurred with the 
opinion of the Department attorneys that there Is Insufficient Information... la 
the referral to warrant tho initiation of a criminal investigation.* 

Oft November 11, 1993, RTC Investigations learned through an article in the 
Washington Poet, that Paula Casey had recused herself and her staff from any 
further dealing with the Madison referrals. 


/ZV3V 
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To: Us 0. . .sen! INVEST- ItRTCKC 

Cc: 

Bees 

ProB: L. Jean Levis t INVEST- ltRTCXC 

Subject: 

Date: Monday, November IS, 1993 17: 27: St CST 

Attach: 

Certify: N 

Forwarded by: 



A few comments with regard to our conversation this afternoon about the 
pending seating with Donald Mackay and his staff on 11/23. 

You know, Richard knows, Donohue knows, Mike knows, and Z know that Mackay is 
not coming here to look at records. Cut to the bottoa line. Re is coming 
here because he wants to be convinced that there either ZS or ZS NOT a very 
good case behind those referrals. He isn't coming specifically to discuss 
subpoena compliance, because he hasn't opened any cases yet. He's coming here 
to evaluate us, our work, and to try and decide just how good this case is, 
and how he can best deal with a very sensitive political situation. What 
would be easiest for him is to decide that, after meeting with RTC 
Investigations, he can conclude that there is no merit, and has 
accordingly advised Investigations that the matter will be dropped, if we 
ion't convince him that those referrals are exceptionally solid, well prepared 
and supportable cases, then there is very little doubt that he will dispense 
with this situation in very short order. 

Regardless of stated agenda, and regardless of whether or not Z'm in 
attendance, he's going to try and make an objective assessment based on what 
is presented to him during the meeting. Zf that's the way the meeting starts 
aut, then you better pull out all the stops to support the work we've done, or 
’.hat's the last we'll hear of the Madison investigation. That's my instinct 
:alking, and so far, it's been pretty much on target. 

flchael is extremely knovledgable about Madison, and very capable of handling 
.he situation. I would not do him the injustice of thinking otherwise. But 
nternal political crap notwithstanding, if this meeting is going to turn into 
i turkey shoot, then you are going to need every loaded gun you've got to 
assist you in convincing this special prosecutor that the case is as good as 
.t looks on the surface. And yes, we have strong documentation to support 
.he allegations. But what's beneath the surface, including 'where we looked 
»nd why, who's tied to who, who's in business with who, who got paid for what 
nd where all the internal and external ties are, isn't in writing. It's in 
«y head. 

've had my say. The decision is up to you and Richard. 


/z¥JS 
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It SOLUTION TtUST CO* tOiATION 

mhIwoS 

ttd»<nTWC«i<Mmi 


December 21, 1993 


Mr. Bill C Houston, Regional Director 
Division of Supervision 
Federal Deposit Insurance Corporation 
3100 Poplar Avenue, Suite 1900 
Memphis, Tennessee 38137 


Re: 





Dear Mr. Houston: 

The Resolution Trust Corporation's ("RTC") Kansas City Office of Investigations is currently 
conducting an investigation into matters relating to an insolvent Little Rock, Arkansas 
savings A loan. Significant evidence points to the possibilities of loan "parking", loan 
"swapping", insider abuse and collaboration between specific borrowers and the principals 
of the BanklBimH^, financial institutions Little 

Rock, Arkansas including the aforementioned insolvent thrift^^rder to expedite this 
investigation, 1 would appreciate your assistance in providing this office with copies of the 
Reports of Examination ("ROE") from 1983 through the most recent exam for the above 
captioned institutions. 


This written request is made pursuant to the terms of the Agreement Regarding 
Confidential Information between the FDIC and RTC as signed by FDIC General Counsel 
Alfred i. T. Byrne and RTC General Counsel Gerald L Jacobs, effective January 1, 1992. 

Should you have any questions or require additional information, please do not hesitate to 
contact me at (816) 968-7191. Your expedited attention to this matter is appreciated. 


Very truly youn. 

Senior Criminal Investigator 
Office of Investigations 


cc: L Richard lorio/Field Investigations Officer/KGO 

Lee Ausen/Supervisory Investigator/KCO 


4QCO Mom Str—t. sure 200. Kanx* C9y. Muouf. 64112.(8 16)53 1-22 12 
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To: 


:c: 

icc: 

From: 

Subject: 

Date: 

\ttach: 
:ertify: 
■'orwarded by: 


Jane N. Jankowski IOLAIRTCKC 
L. Richard XorioflNVEST-lIRTCXC 
Ue 0. Ausenf INVEST* 1 IRTCXC 
Michael X. Caron! INVEST- 1 IRTCXC 


L. Jean LevislINVEST-lIR TCKC 
Thursday, January 6, 1994 18:12:05 CST 


Y 



Ills is just to advise that ear lier this evening, Z received a call fros 
mmmmmmmmammmmtm, Who started out her call with "Z've been lied 
o by the Justice Department" . I advised her that Z could not offer any 
omment, but that I would listen to what she had to say. 

he stated that her sources from DOJ, who were there during the end of the 
ush Administration, had advised her that the original RTC referral was taken 
uch sore seriously than the public has been led to believe, and that while 
hey believed that the Clinton's definitely stood to benefit fros the alleged 
heck kiting activities, they say not have had serious criainal culpability, 
hey also advised her that the referral was left in Little Rock to prosecute 
y former USA Chuck Banks, because for Washington to be involved would look 
too political." She said that they (her four DOJ sources) all told her that 
here was no basis for recusal, and no conflict of interest in Little Rock. 

he then advised that Justice sources today informed her that it was line 
taff attorneys in the Criminal section of DOJ/DC that decided the referral 
arranted no further investigation, and instructed Paula Casey to decline. 

ie also noted that her previous DOJ sources had said that after the Clinton 
isinistration case into Washington, there were roadblocks put up around this 
iferral, and that it had been their opinion that the RTC staff was atteapting 
> do a legitimate job, but was being stymied by personnel at Justice for soae 
iason. She asked me if it was true that the Clinton's were named as 
itnesses on the referral; Z declined comment. She asked me if it was true 
iat the RTC had not been notified for months after the referral was allegedly 
selined by the staff attorneys in DC; I declined comment. 

told her that she would have to call you (Jane) in Public Affairs for any 
iditional information, and she advised me that she'd already talked to you, 
id got no information. She stated that she understood that Z was in a 
.fficult position, for which Z thanked her, and the conversation ended. 

found what she had to say very Interesting. In the future, Z'll comply with 
chard and Lee's wishes that Z not even listen to what a reporter has to say, 
»d just offer a no comment. However, when someone starts out with "Z've 
en lied to by the Justice Department”, it's human nature to wonder whether 
* not its true. 

•us endeth the lesson. 


/i¥S 7 
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January 6, 1993 


This docuaent Is a rtcap of a phone call th at Z just received fro* 
■■■■■■■I, raportar whof# opening consent 
vas "I've Just baan Had to by tha Juatlca Qspartsent . " My consent 
was that. I vould not be abla to raspond to any of har questions, 
but that Z was fate ina tad by tha fact that aha thought aha* d baan 
liad to, so Z vould llstan to vhat aha had to say. 


Sha outlined har cradantlala, stating that she'd vrlttan a book on 
drug trafficking, and had covarad tha "peanut loans”, Bart Lanes, 
Billy Cartar, Jimmy Cartar and tha aajor governmental aganclas 
during tha Cartar administration. 

Sha'd baan advisad that Z was tha invastigator on tha casa, and 
vantad to know which of tha storias sha'd baan told by har sourcas 
at Justiea vara corract. Evidsntly, sha had four former Justica 
sourcas who vara thara during tha Bush adainistration, and that had 
baan thara vhan Chuck Banks sant tha rafarral to Washington. Tha 
story thay told har was as follows: 


• Tha rafarral vas originally sant to DC as an ”urgant report" 
for tha Attornay General's review, duo in part to tha 
political sensitivity of sons of tha identified nanes, stating 
that Banks fait his office had a confict of interest. (This 
coincides with vhat ay latter from Richard Panes states, and 
vhat Donna Hennesan told ms during our aany conversations on 
tha whereabouts of tha referral). Thara are conflicting 
stories about why Xaanay wrote tha aaao rafarancad in the 
Schaidt/Zsikoff story of 1/5; har sourcas stated that when the 
RTC referral vas ray laved at Justica, it vas taken auch sore 
seriously than tha public has baan lad to believe, and that 
thay believed that tha Clinton's stood to benefit froa the 
check kite although thay may not have had serious criainal 
culpability. Sha asked if it vas true that tha Clinton's were 
named as witnesses on tha rafarral; Z told har no coaaant. 


Sha said that har foraar Justica sourcas advisad har that 
Banks had never recused hiasalf , and that CZD/DOJ DC left tha 
rafarral in Little Rock and told Banks to prosecute, because 
1) thara vas no conflict of interest, 2) thara vas no basis 
for recusal, and 3) that for Washington to gat involved vould 
"look to political" since it vas right before and after the 
'92 election. Her sourcas also indicated that DOJ now seams to 
ba deliberately Baking it look like tha rafarral vas "vague" 
and "aabiguous", and not to ba taken seriously. 

Sha stated that har sourcas told har that it appeared that the 
RTC folks vara legitimately trying to do their job, and had 
legitaate concerns relating to tha allegations contained the 
referral, but that when the Clinton adainistration came in, 
somebody started putting up roadblocks on the referral, and 
her sources didn't know vhere it vas coming from. 


/z¥3 9 
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• Her current Justice sources state that it vas the line staff 
attorneys in CXD/DOJ DC that made the decision several nonths 
ago that the referral warranted no further investigation and 
instructed Paula Casey to decline accordingly; however, the 
RTC wasn't notified for months, which should have been 
corrected. 

vent on to ask several questions, all of which Z 
replied I could not answer, and referred her Public Affairs and 
Jane Jankowski. She stated that she'd already talked to Jane, and 
that it had gotten her nowhere. She asked if Z knew anyone else 
that she could talk to, or if anyone that had left the RTC would 
have any information. Z stated that there were no names that Z 
could give her other than Jane Jankowski in Public Affairs. She 
then asked me if it was true that the RTC had not been notified of 
the referral declination for several months after it had been 
allegedly declined, and I told her no comment. 

She said that she understood that Z vas in a difficult position, 
and but that she needed all the help she could get. X thanked her 
for understanding the difficultly of my position, advised her that 
X understood that she vas only trying to do her job as a 
professional, but that Z could not professionally or ethically sake 
any comment about the investigation. She offered her phor.e 

numbers, which Z did not write down. She thanked me for my time, 
and hung up. 

Hy overall impression of this conversation vas that she is very 
close to the heart of this story, and that she is almost on top of 
the "white paper” chronology outlining the sequence of events and 
communication between DOJ and RTC on C0004. 


LeeAusen vas present for the entire conversation that Z had with 
and suggested to me shortly before the conversation 
ended that X terminate the call with a "time out" gesture. He and 
Richard Xorio both advised that if she included anything in her 
story regarding that fact that I'd even listened to what she had to 
say, it would look bad for the RTC, and recommended that in the 
future, X not even listen to what a reporter has to say. 


X advised them both that X felt that listening to what 
had to say provided valuable information, and that there vas no 
point in being rude to the press, anymore than there vas any point 
in being rude to Justice or the FBZ . "Ho comment" does not have to 
be offensive. Z further stated that Z would never do anything to 
undermine that efforts that the RTC has made, or take any action 
that would question our credibility or integrity, let alone do 
anything to compromise the imvestigation on which Z have spend the 
past two years as the lead investigator. 


Z concurred that in the future, Z would simply send the reporters 
to Public Affairs. However, Z am very much inclined to believe 
that, on the basis of ay personal, and documented, knowledge of 
what transpired during the conversations Z had with Donna Henneaan 


/2V3? 



4980 


of DOJ/Office of Legal Counsel /Ethics section, that 
is not far from the truth: it's beginning to sound 
or multiple "somebodies" are trying to carefully control the 
outcome of any investigation sorrunding the RTC referrals, and that 
the beginnings of a cover-up may have already started months ago. 


like somebody. 





*UV*l 


me 


m solution rivir compomio* 
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January 14, 1994 


MEMORANDUM 

Tk 


Vt« Presidents 
Assistant VSoi Presidents 


Proa: Jade Ryan 

. Deputy CEO 




Madison Guaranty Savings and Loan 


w.i 

D. WlamwaU 
RSammone 
a, mm 

XI 

X Mo 

XI 
X 


XT 
X HambrioU 


Da RTC has received numerous requests for information on Madison Guaranty Savings and 
Lota Association and related miners. Interim CEO Roger Altman is committed to responding 
to them requests as promptly and thoroughly u possible. 




In order to assure (hat the RTC*s response to requests on these matters Is thorough, a cc u rat e, 
and timely, 1 have csnbflihed a working group to coordinate the collection and distributee of 
all information and miioia! responsive to the requests. The working group it comprised of 
James Dudtne, WiQiam Cofflihaw. and Peter Knight 



I em sura thee I cm count on dm Adi cooperation of you and your naif srith dtl working 
group. Please see dm dda memorandum is distriboied to the appropriate 


am imMiMSMumaemM 





LC 



P c 7 W 
O /dZT 
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To: L. Richara IoriolINVEST-lIRTCXC 

:c: Oenni* M. CavinavlAssets-falRTCDC 

3cc: 

?ron: Janas R. DudinelOper-invIRTCDC 

Subject: Madison Guaranty 

7ate: Tuesday, January 25, 1994 14:18:27 cst 

\ttach: 

rertify: K 

forward ad by: L. Richard Zoriol INVEST- 1IRTCKC 



ronnents by: L. Richard lor io# invest- 1IRTCXC 

'orvarded to: Lao O. Ausan# INVEST- 18RTCXC 

(ichaal X. Caron# INVEST- 1 IRTCXC 

.. Joan Lav is# INVEST- 1 IRTCXC 

renneth W. roust#lNVEST-l#RTCXC 

ary M. Oavidson# INVEST- 1 IRTCXC 

arrall 0. Oantonl INVEST- 1 IRTCXC 

onnents: 


YI. 


[Original Message) 


t tha raguast of Canaral Counsal Kulka and Oaputy CEO Ryan, PLS and Tha 
ashing ton offica of Invast igat ions hava astablishad a taaa to ascartain if 
ny liability clains raaain viabla 4s a raault of tha racant legislation 
standing tha statuta of liaitaions fron two to i iva yaars. In this case the 
asuractad statuta expires at ha and of February 1994. 

ary Watts of ny staff, assistad .by Ton Murray will ba visiting your off ica 
.his week and naxt. Please giva than accass to all racords and vorkDaoara 
nd to knovladgaabla nanbars of your staff, including racords and documents 
hat ara covarad by a Fadaral Grand Jury Subpoans. 

ary and Ton will ba working with a taan of PLS attornays haadad by Sr. 
ounsel Mark Gabrallian and including Tarry Arbit, Jin Zgo, April Bresiaw 
arl Ganbla and Susanna Rigby. Tha objective is to coaplata tha raviav of 
laina potantial by naxt vaak. In addition tha taaa will assist in coaoilino 
datailad history of avants, including tha crininal referral and document 
antrol issues, to assist RTC nanaganant in connunicating in a factual and 
nif lad vay to Traasary and Just ica officials, tha spaelal counsal and to 
opropriata connittaas and nanbars of Congress. 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Cartify: 
Porvardad by: 


L. Richard IorioRINVEST-lRRTCKC 
Ut 0. Ausent INVEST* ItRTCKC 
Michael X. CaronflNVEST-llRTCKC 


L. Jean Lav i s ♦ I NVEST - 1 f RTCKC 
U.S.Atty's off ice/ Little Rock 
Monday, February 7, 1994 9:41:03 CST 

Y 



This is to advise you that I've had a conversation this morning with AUSA 
Fletcher Jackson of the U.S. Attorney's office in Little Rock. I called Mr. 
Jackson last week to sake an inquiry regarding Independence Federal Sa vings in 
Batesville, Arkansas, out of which he had prosecuted a case regarding 
^BBB Duane Kepford sent ae a memo quite soae time ago about another 


in having done a preliminary review of Independence, that Edney was given 
immunity for cooperating. I called Mr. Jackson last week to verify that fact, 
which he in turn did verify when he called back. 


Mr. Jackson called Friday afternoon, and as I was out of the office, I 
intended to call his back this morning. Before I had the opportunity to call 
his, he called me. 


We discussed and he then changed the topic by asking me if 

Steve Irons had told me last fall not to talk to Fletcher. I told him that I 
preferred not to answer the question. He then stated that he "didn't have 
-tuch use for either Steve Irons or Cretchen Hall", and wanted to know wnat I'd 
seen told. I advised him that Steve Irons had told me last fall that he 
thought it was a good idea if we (being Steve and myself) didn't talk to each 
ather for a while about Madison. I further added that it had been suggested 
to me by my management here that any questions directed to me by the u.$. 
Attorney's office should probably come through Steve Irons or another FBI 
agent, and that since the FBI was my most appropriate contact, I should funnel 
response s to any questio ns through them. Mr. Jack son made a comment that he 

and he was locking 

3oma input from me. He didn't gat any. 


Me then added that he'd spoken to Jeff Cerrish recently, and that Gerrish -as 
'absolutely astounded” that nothing more was ever done criminally with 
iadison, beyond the Castle Grande transaction. He asked if me if knew who 
lerrish was; I advised him that yes, I knev Jeff Gerrish, and no, I was not 
iware of Mr. Gerrish's opinions regarding the prosecution of criminal actions 
)ut of Madison, and that I'd formed my own conclusions on that point, and 
:hat's where they would stay - ay own. I then advised Mr. Jackson that I i:d 
iot wish to discuss Madison Guaranty, and we could change the subject, or *jnq 
ip. He persisted, and I explained to him that I'd developed a respect fer 
luring the past 2 1/2 years, and that out of respect for the working 
relationship we've previously had, I wasn't going to talk about Madison. -• 
:hen hung up after a coridal goodbye. 


/zVYJ 
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To: 

Cc: 


Bcc: 

Froi: 

Subject: 

04 to: 

Attichs 
Certify: 
Forwarded by: 


Thoaas L. HindesfLegal-plslRTCDC 
Janas R. Dudine#Oper-inv#RTCDC 
L. Richard lor io# INVEST- 1#RTCXC 
Gian A. Penrose#EXEC#RTCKC 
April A. Breslav#Legal-pls#RTCDC 
Oavid G. Eisenstein#Legal-pls#RTCDC 
Russell P. KaufaanfLegal-ExectRTCKC 
Philip J. Adaas#LECAL-PLS#RTCKC 

Julie P. YandaiLEGAL-PLSBRTCKC 

visit froe ©COS re: Madison 

Wednesday, January S, 1994 15:S9:3P CST 

N 

L. Richard lor io# INVEST- liRTCKC 



Consents by: L. Richard lor io# INVEST- 1#RTCKC 

Forwarded to: U« 0. Ausen# INVEST- 14RTCKC 

L. Jean Levis#INVEST-l#RTCKC 

Michael X. Caron# INVEST- liRTCKC 

Jane M. Jankovski#OLA#RTCKC, baa 

Connents : 

FYZ. This is way out of line. I have already contacted WDC and 
filed a formal complaint. 


.................. — ...... (Original Message) ——————— 

Today at 1:30 p.a., Russ Kaufnan and I received word that OCOS wanted to talk 
to us about the Madison Guaranty "investigation". We net with representatives 
)f both WDC and KCO OCOS: Leonard Nevaark (WDC) , Michael Kohn (XCO) and a 
:hird individual whose nane I cannot now renenber. When Ruse asked who had 
sent then to talk to us, Mr. Nevaark replied that it had been his supervisor 
vho had sent thea and who had instructed then to be "proactive” in dealing 
'ith the issues this case would raise. Mr. Nevaark indicated that they were 
lot conducting an investigation, but rather an "inquiry”. 

The first question they asked was who had aade the criainal referral on 
Madison Guaranty. Russ Indicated that the referrals were aade in accordance 
*ith RTC policy and coaaitted to providing Mr. Kohn with a copy of the RTC 
policy. There was no further discussion of the referrals. 

The second series of questions they asked dealt with vhat they characterized 
is "fitness and integrity” issues concerning the Rose Lav Pira. Plrst, they 
isked vhat investigation PLS had done into the representations the Rose Firs 
tad aade to state regulators to convince the regulators that Madison should 
-eaain open. I replied that PLS only investigates issues dealing with 
>rofessional aalpractice and that such inquiries would be aade only in the 
:ontext of conflict of interests issues involving outside counsel. I then 
explained that this case was not regionalized and that April had served as the 
'L5 attorney on this case. Second, they asked who was the PDIC "conflicts 
:ontact” on this case. Third, they asked what inforaation ve had concerning 
.he audit report the Rose Pira had used to convince regulators that Madison 
hould reaain open and then later relied upon in a aalpractice clala against 
rost k Co. Again, I told thea that I had no inforaation concerning these 
ssues. 

/zWV 
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Our discussion lasted no more than 10 ninutes* Russ and Z then called Richard 
Xorio and discussed vith hia the substance of our conversation with ocos. 


/ZHiS 
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Mr. JIMI B. McDougal 
Chairman of the Board 
Bank of Kingston 
101 Public Square 
Kingston, AB 72742 

Osar Jims 


Pursuant to your discussion with Hillary Kodhaa 
Clinton, X am enclosing harawith a copy of our firm 
statement, dated December 23, 1981, covering services 
rendered in connection with the matter of the First 
National Bank of Huntsville v. Madison Bank and Trust. 

Very truly yours, 

C. J. Giroir, Jr. 

CJGjrssg 

Enel. 


/iW4 
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IN ACCOUNT WITH 


ROSC LAW FIRM 


120 CAST FOURTH (TRCCT 
umi ROCK ARKANSAS 72201 
FHONC90I 97SS191 


Hr. Janos 8. McDougal 
Chairman of tho Board 
Bank of Kingston 
Kingston, AB 72742 


Decoabor 23, 1981 


Tta iiantifiuticn nmmkat 7I04S96I4 


for legal services AND professional advice 

rondo rod by Vineont Fostor, Jr., Carol Arnold 
and Mary Ellon Russoll subsoquont to our 
billing datod Docoabor 23, 1981 through May 
IS, 1982 in connoction with tho mattor of 
First National Bank of Huntsvillo v. Madison 
Bank and Trust} Madison Chancory IE-81-112— - 

COSTS ADVANCED SUBSEQUENT TO OUR BILLING DATED 
DECEMBER 23, 1981 THROUGH JULY 31, 1982s 


Long distanco tolophono $ 91.17 
Xoroi chargos 21.40 
Extraordinary postago 1.58 
Packago do 1 ivory oxponsos 8.70 
Suprono Court Clark 100.00 
Computor Rosoareh 92.70 
Trovathan Printing Company 580.10 


Total costs——— 
TOTAL FEES AND COStS 


CJG/sg 


8 5 , 000.00 


8 893.83 

$ 5.893.83 


/2.HH 
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HEMORANOUM 

February 7, 198$ 

TO: Governor till Clinton 

FROM: Jin McOougal 

Kothy called yesterday to ask for ny rocoancndattons for two people 
to fill the vacancies on the State Savings and Loan Board. 

For the Industry position from the 2nd Congressional Olstrlct, 1 
recommend John La than, who is chairman of the board of Madison 
Guaranty Savings and loan Association. Mr. Lathw is a CPA and a 
licensed attorney. He Is a major contributor toj^our campaign. His 
board /)f directors is SOS Slack, giving his Institution the largest 
minority representation of any financial institution in the state. 

For the consumer position fron the 4th Congressional Olstrlct. 1 
recommend Or. Jerry Kendall of Camden. Or. Kendall Is a popular 
figure at Camden. His wife. Haney fron Magnolia, Is widely and 
favorably know. Their complete support of your administration is 
a certainty. 

Bill, we are down te only about IS state chartered savings and 
loan Institutions and I am about the only one around who has* any 
Interest in this board. 

JWss 



1 — WWsTj 





0«c«mb«r 12, 1964 


Nr. Ron Proctor 
Citizens Sank 
P. 0. Box 2«1 
Fllppln, Arkonsss 72634 

Oosr Ron: 

I havo boon unsuccessful In trying to. moot with 
Bill and Hillary to sign tho note renewal. I 
have forwarded to the* by nessenger this aorning 
the note and an envelope with which to forward it 
to you. 

Each aonth we will deposit Into our account at 
fllppln an aaount sufficient to cover the aonthly 
payaent. 

Thank you very auch for your patience and tolerance 
In this natter. 


Sincerely, 

Janes B. NcOougal 
WHITEWATER DEVELOPMENT CO. 


JBNcO/ra 


I aa ooooreo | 
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MglOEAMDUH 

April 18. 1985 

TO: John laths* 

FROM: Jim NeOou|il 

2 wont this preferred stock natter cleared up laoedlately as X 
ntod to go to Washlnfton to soli stock. 

JM/ss 




\ 

IjS*o5ooSj r l 


/zHSo 
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HEHORANDUH 

February 19« 19M 

TO: John lathaa 

FROM: Jla HeOougal 

SUBJECT: Harvey Ball Cars 

Ha wants us to do a leasing arrangeaent on bla funaral ears. Please 
assign soaeone to dlseuss this with hla. His nuaber Is 376-1600. 

Proceed with your Idea on the subordinated notes. Ve need to aake 
a decision on Hadlson Bank 4 Trust. 

Z need to elose on ay house loan and eoaaerelal loan pronto I 
JM/ss 


| MO 0000671 | 



/ 
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January 7. 1969 

MEMO 
70s 

MOM: Jim 

1. Saa aa about Stavo Salth and iloUa Royca. 

2. Tou, Crag, and I naad to discuss Sacurltlas llcansa. 
first South has ono on by ita Sarvlea Corporation. 

3. *ak Crag how wa gat a aarkat survay for shopping eantar. 

*. Wa naad to talk about how to handla first payaant on tha 
90-day plan. 
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MEMO 


July 11, 19«5 

TO: John lathia 

FROM: Jim HeOou«al 

1. This U peobably a food tlaa to taka la aoaa 5-yaar 
aonay ehaap. Lat'a dlaeuaa rataa. 

2« I naad to knew tv try thin* you hava pandin* bafora 
tha Sacurltlaa Coaalaalon aa I Intand to *at with Hillary 
Clinton within tha naxt ftv daya. 

JH/aa 


/ 2-^53 


I M« NNim 
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Brings In 


Whitewater 
Counsel 
For Hearings 

By Glenn R. Simpson 

Seoaae Banking Democrats have hired 
Boston attorney]. William Codinha as their 
special counsel for neat month’s hearings on 
the Whitewater scandal. 

Codinha. 46, served as general counsel to 
the Senate Setect Committee on POW-MIA 
Affiten and is a longtime friend of Sen. John 
Kerry (D-Mms). 

Theattcrney, wbo beads toe litigMkm de- 
partment at Boston's feabodyA Brown, was 
daacribad by IBB aonroes as even-handed 
and a methodtoal questioner. Among the 

Codinha, who gave 
$500 to Dole's 
Campaign America, 
sous heisa Democrat 


p romin ent individuals he has deposed are 
Ross Perot and Henry Kissinger. 

in an interview Friday, Codinha said he is 
looldngforwted to help^ the comminee ex- 
plore he Whitewater controversy. However, 
he has yet to meet wife Chahman Don Riegfe 
(D-Mtch) and other panel members to dis- 
cern tom the hostings wiD be structured. 

Codtohe contributed $500 last November 


i of Senate Minority Leader Bob 

Dote(R-KanX 

* * #+,- j-njUrifi-LrjLn-tt We# 

OB UBCOm w QBSCSSB QIC QlM 

dUsayheisaDdnoci* AUofbuothercco* 
t rib ut i ons in the last six years have been to 
Demo cr at s , mriuefing Sens. Charles Robb 
(Va)aid Ted Kennedy (Mass), and Bob Ker- 
rey (Neb). He gave $1^50 to Kerry in 1990. 

Codtoha and Keny met about 20 years ago 
in the Kfiddeaex County, Mass., dbtrict attor- 
ney's office, where Codinha preceded Kerry 
» fiat attisant DA and headed the trial divi- 
rion. He has tried over 100 jury trials, indud- 


The first three days of Senate hearings oo 
Whitewater ae tentatively scheduled for July 
27. 28. and 29. comm it tee sources said last 
week. An addilioiial three days are being 


There was no word last week on whether 
Repebiicam will also retain an outside coun- 
sel for the hearings, which are expected to be 
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Ellen 0 . Kulka 

General Counsel 
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Office of Thrift Supervision 

Department of the Treasury 

1700C Scrwt N.W., Wuhinscon. DC 20552 • (202) 9064590 


Dirrc: 


Kerch 11, 1994 

The Honorable Janes A. Leach 
Banking Minority Kosher 
Coiittee on Banking, Finance, _ 
and Urban affairs 

United States Bouse of Kepresentatlves 
Uasbington, 0. C. 20S13 

Dear Congresssan Leach t 

I as writing in response to your letters of Kerch 7 and 8, 1994. 

Both letters reiterate jour earlier requests for documents related to 
Kadlson Guaranty Savings and Loan and its subsidiaries that are In the 
possession of the Office of Thrift Supervision (GTS). 

Over the past three sooths, you and Z have exchanged several letters 
regarding these requests, and our staffs have had extensive discussions. 
This agency has attespted to be as responsive as It css, consistent vith 
applicable lav and the established policy of the banking agencies 
regarding the release of confidential information. I regret that the 
results have not been satisfactory to you. 

The principal issue on which Z believe ve disagree is whether it Is 
appropriate to provide confidential supervisory end examination materials, 
which contain sensitive info nation concerning insured institutions, to a 
Member of the House of Bepresentatlves in the sbsence of a request from 
the Banking Committee or its Chairman. Chairmen C on a al ea has Informed us 
in a Kerch 10 letter that your requests do not constitute a Inle Z 
or Buie XZ investigation under Bouse Buies. 

Zt is the longstanding policy of OTS and the other banking agencies 
not to release such materials, except under very limited circumstances. 

As X mentioned in an earlier letter, there are two reasons for this. 

First, the confidential nature of the examination process facilitates the 
free flow of information between savings Institutions and examiners. 
Second, examiners are encouraged to express freely their conclusions to 
their supervisors about examined institutions, and the confidential nature 
of the reports permits them to do so. As the heads of the banking and 
thrift agencies said in a Joint letter dated July 30, 1991, on this issue, 
"(c]oncem that examination reports night be publicly released at some 
tine in the future would inhibit candid discussion in the examination 
report of an institution's problems and would lead depository institutions 
to deny or rationalise identified problems rather than admit and correct 
them.- 


/2<M7 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


John E. RyaniCEOiRTCDC 
Ellen B. Kulka§Legal-sc§RTCDC 
Stephen J. Katsanos@Comm#RTCDC 
Peter E. Knight @OGR@RTCDC 
William C. Collishaw§Legal-ra§RTCDC 
James M. Barker§Legal-sc§RTCDC 
Mark P. Hileman§Legal-lit§RTCDC 
Thomas L. Hindes§Legal-pls§RTCDC 

Mark Gabrellian6Legal-pls@RTCDC 
Madison Guaranty Savings & Loan Assoc. 
Friday, March 11, 1994 13:59:50 EST 

Y 


The RTC has agreed to produce to the Independent Counsel 
investigating potential federal criminal law violations arising out of the 
operations and subsequent failure of Madison Guaranty Savings and Loan 
Association and its related entities ("Madison Guaranty") the same documents 
identified in the federal grand jury subpeona served upon, among others, the 
Deputy Secretary of the Treasury. 

In order to comply with the Independent Counsel's request, it is 
important that you and your staffs take all appropriate steps to search for, 
compile and forward to my attention any and all documents (whether typed, 
hand-written or electronically generated) that constitute the following: 

Any and all documents and/or communications referring or relating 
to any criminal referrals made by the Resolution Trust Corporation 
about or regarding Madison Guaranty Savings & Loan, its subsidiaries 
or affiliates. 

Unfortunately, time is of the essence. Accordingly, I would ask that 
this request be forwarded to your staffs immediately and that you endeavor to 
get me whatever such documents may exist and can readily be compiled by 
Tuesday, March 14, 1994. Obviously, however, this creates a tremendous 
burden on very short notice so that, if it is practical only to provide some 
portion of what may be in you and your staffs' possession by that date with 
an indication that more will follow, please contact me so that we may advise 
the Independent Counsel and proceed accordingly. In fact, we have already 
apprised the Independent Counsel that, because of the breadth of this 
request, the search for all responsive documents will likely take some time. 

In addition, we will need to advise the Independent Counsel of the 
due diligence procedures employed in responding to the production request. 
Therefore, I would ask that you document the instructions transmitted to your 
staffs and the process and progress of the search and transmit the same to me. 

I thank you and your staffs for their cooperation. Please feel free 
to contact me should you have any questions. 
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6 -- 

THE DEPUTY SECRETARY OF THE TREASURY 
Washington 


March 16, 1994 


Mr. Jack Ryan 

Deputy Chief Executive Officer 
Resolution Trust Company 
801 17th Street NW 
Washington, D.C. 20434 

Dear Jack: 

As you know, I recused myself form the Madison Guaranty matter on February 24, 1994. 

There will be an RTC Oversight Hearing before the House Banking Committee on March 24. 
Given my recusal, you (or whomever you designate) should be prepared to handle any 
questions which may arise relative to the RTC’s involvement in Madison Guaranty. 

Thanks. 

Sincerely, 

Roger C. Altman 


CC: Ellen Kulka 


/z9i£ 
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Question: 

Please aescribe to the Committee wnat if any legal advice you have received 
either from the RTC's General Counsel or other attorneys within the RTC on 
Madison Guaranty. 


Anarar; 

As you know, I have recused myself from all matters related to Madison 
Guaranty. I have been advised that because of my recusal I am not the 
appropriate person to make a determination on behalf of the RTC as to 
whether the agency should waive its privileges associated with this issue. 
Instead, I have been informed that John Ryan, the Deputy Chief Executive 
Officer, is the appropriate party to make that determination. 
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BeSOlUTION TRUST CORPORATION 
RooJvuif The Crisis 
Restoring The Confidence 


March 13, 1994 


Mr. Roger C. Altman 
Interim CEO 

Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 

Dear Roger: 

Your letter to Jack Ryan on March 16, 1994 requested that he 
be prepared to respond to questions regarding the RTC and Madison 
Guaranty. I am enclosing the only "Q & A" for you with respect to 
Madison which is being prepared here. I am sure it reflects your 
understanding that questions concerning advice given anyone at the 
RTC concerning Madison by me or my staff, or discussions held 
between RTC officers or employees and members of the legal staff, 
are subject to tne attorney-client privilege. As a result of your 
recusal, and your March 16 letter, we have prepared the enclosed 
response for you which states that Jack will respond to questions 
regarding any waiver of privilege with respect to Madison. 


Sincerely , 



Ellen B. Kulka 
General Counsel 


Enclosure 

cc: J. Ryan 

A. Kusmski 


son 7m street N W wosnmcron. D.C. 20434 


uUi 
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Honorable Jim Leach 
Page 3 

When the RTC. has completed its investigation and taken 
appropriate action, a full report on this matter will be made to 
the u.s. congress, we fully expect to be judged by our actions 
at that time. In the meantime, ve believe all parties concerned 
would be ill-served by the premature disclosure of incomplete and 
fragmentary data. 

Finally, ve are quite concerned about the future implication of 
the encouragement given to RTC staff over the unauthorized 
disclosure of confidential information. Such disclosures not 
only can impair the RTC's ability to pursue recoveries for the 
taxpayer but also could compromise the financial privacy of any 
citizen whose only misdeed was doing business with a savings and 
loan that failed. Our attempts to protect the RTC's leqal and 
fiduciary duties in this regard, and to speak consistently on an 
extremely sensitive matter is inappropriately characterized as 
"gagging" . 

We have made all information requested by Hr. Fiske's staff 
available to him and will continue to cooperate to the fullest 
extent possible. We have made substantial amounts of information 
available to your staff and the staffs of others in Congress. To 
the extent consistent with our duty to complete an investigation 
and make sure it is not compromised, ve will continue to 
cooperate with congress in a manner consistent with our 
understanding of our duties. 


Sincerely, 




Ellen B. Kulka 
General Counsel 
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Honorable Jin Leach 
Page 2 

not aware of — is that the attorney in Kansas City with whom the 
investigators had disagreements wa* also removed from the case at 
the same time. 

As a general. matter, it is clearly inappropriate for a government 
agency to publicly discuss referrals made to the Justice 
Department regarding possible criminal violations because such 
discussions could undermine the Department * c ability to prosecute 
the case if the facts are determined to warrant prosecution. As 
we have indicated to you on numerous recent occasions , the RTC 
follows this policy. Disregarding this policy, you have demanded 
information regarding such matters. As early as Thursday of last 
week, you publicly released documents and internal memoranda 
which were obtained from employees of the RTC who were not 
authorized to disclose them. As you may recall, you requested a 
particular document from the RTC last week even though it was 
apparently already in your possession. While you stated in your 
request to the RTC that special counsel Fiske did not object to 
the release of documents to the Congress, our continuing dialogue 
with Mr. Fiske about the release of documents and about the 
specific document in question verified our understanding that he 
believes, as we do, that such a release would be inappropriate 
and could have a deleterious effect on our investigations. We, 
therefore, denied your request and convsyed the substance of our 
conversation with Mr. Fiske to your staff before your comments on 
Thursday. We were surprised to see the document in the materials 
appended to your statement which was supplied to the press. 

with respect to events that are attributed specifically to us, 
you state "... officials from RTC Washington visited Kansas City 
to pass on the message that senior officials in Washington wanted 
it understood that they wished to claim Whitewater was not 
responsible for any losses to Madison.. N While we do not know 
precisely what was said or the context in which it was 
interpreted, vs are quite sure that neither of us has given any 
such instructions to RTC staff. In recognition that it is rarely 
possible to prove something didn't happen, ve simply wish to be 
judged by our motions in the performance of our responsibilities. 
Those actions taksn toy the RTC during our tenure include: first, 

the reopening of the Madison investigation in light of the 
extension of the statute of limitations and additional 
information which has become available; second, the request that 
the office of Inspector General raview the RTC generated report 
on the Rose Law Firm as well as the hillings of that firm with 
raspact to Madison; third, tha retention by the Legal Division in 
February 1994 of Pillsbury, Madison & Sutro to serve as outside 
counsol to holp with the investigation; and fourth, the full 
cooperation the RTC has given to special counsel Robert Fiske. 
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Kirch 30, 1994 


Honorable Jim Leach . 

Ranking Minority Meeber 
Couittee on Banking* Finance 
and Urban Affairs 
Housa of Raprasantatives 
Washington, O.C. 205 IS 

Daar Mr. Laach: 

We wish to conant on your March 24* 1994 statement bafore tha 
U.s. Housa of Raprasantativas as it ralatas to tha RTC's handling 
of Madison Guaranty. Furthermore* vo ara ooneomad that tha 
RTC's ability to racovar money for tha taxpayers may be 
coaproaisad by unauthorized and prematura disclosure of active 
invastigativa information. 

By way of background* . I became Deputy CEO of tha RTC on 
January 4* 1994. Elian B. Kulka became Ganaral Counsel on 
January 17* 1994. Neither of us a re political appointees. No 
pressure has bean exerted by tha Treasury* tha White House* or 
any uUier source in the Executive Branch concerning the 
performance of our responsibilities with respect to Madison 
Guaranty or Whitevater since either of us joined the RTC. 

Most of tha events cited in your statement occurred bafore we 
joined the RTC and we have no first-hand knowledge of then. 
However* we do feel compelled to point out one or two facts in 
the documents you disclosed that we believe put a somewhat 
different light on matters than what you cast. While wa believe 
that any comment about criminal referrals should be avoided, the 
rush to disclose confidential documents and to obtain information 
which is partial at best from junior staff has led to substantial 
mis information being disseminated to the public. First* the 
overriding fact is that referrals XBE* made exactly as the 
investigators had prepared them irrespective of whether there 
were internal staff disagreements about them or not. We would 
also observe that* ba sed on our short tenure* internal staff 
disagreements at the RTC are not uncommon. Second* you stated 
that "...A senior Kansas city criminal investigator was removed 
from the case.." What you failed to point out— or perhaps were 


aot ]^hSMr.MVKmwii^M.ac2Ki4 
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Thrift Depositor Protection 
Oversight Board 


808 17th Street N.W. 
Washinctidn. D.C. 20232 
(202) 416-2650 


Facsimile Transmission 


Date: 

From: 

Phone: 

Fax: 

To: 

Fax: 

Message 


The attached letter will bi* discussed in Executive Session 
of OB meeting this afternoon. 




MSI 
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I 



You r letter indicated you wanted to know what rurther rtaoartt 
mq had tm 9btiM •acceee to thla information (under the terms of 
the roll or othoxvlee) . ■ A party, who mao been denied eceeee to 
rmooTdm purauaxti to the FOIA, haa the right to appeal that 
daolajjm ml th la-thirty day# of the initial denial to the office 
ed- the BTC?* General counsel (12 C.f.R. S ieis.7). 

tfliope tflle information la of aaeiatanoe to you. 

s Incare ly, 



Deputy CEO 


/*9£f 



■* - V 



)Uroh XI, 1994 


Hijxxr ifcjt Member 

on Butina, finance 



Vr ltlhg In response to your latter* dated Maroh 7 and 8 
OTT, rsTtwrating your request that the rtc provide certain 
liwarati tnd reaortU as part of your investigation of the 
failure of Madison Guaranty Savings and Loan, your Karoh 7th 
latter m In response to our earlier letter of February 7 1994 

In which we Indicated that unfortunately the RTC could afford you 
M (tuMT .«sn than would ba available to the central public 
ar * J * r the rr<*4« of Information Act. I not* that the Kerch 8th 
requ ested that acme of the aane lnforaatlon previoualy 
requeetld-be aiaUtd to you In conjunction with the up-ooming 
semiannual RTC Oversight Board Hearings. ^ 9 

Regarding your latter of Kerch e. 1944, i have just received the 
*m<om 4 better deted March 10, 19B4, froe chairman Gonial** 
indicating that thm Coaunittaa i« not conducting an invaatigttiva 
)r««inje Thor • fora, thm record* roquaat was mad* in your 
ljaflrldue r capacity as a member of Congress end not on behalf of 

e 

ITurnttlt «* won our with your conclusion that an Individual 
aember *f Congress has the legal right to unlimited aaoeee to any 
aggacy record, regardless of It* privileged or confidential 
statue. Consequently, w* will continue to provide you with 
documents' or portion a of documents that would be available tn the 
nrtjlio. Although this aey bs deemed to be a final agency 

men <*r the etetue of your request for access to RTC 
Let me assure you that the rtc is maklne evarv effort 
* you and will oontlnue to make documents available 

*** have bean reviewed for public diae losart . 

war# oant to your staff thi* vaaX. 
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Mr. Ryan 
Page Two 
March 7, 1994 


I appreciate your assistance and hope that the agency will reconsider its position and 
now provide the cooperation that is required under the circumstances. 



JAL:jlsd 

cc: General Counsel 

Office of the Secretary 
FOIA/PA Branch 
International Place 
1735 North Lynn Street 
Rosslyn, VA 22209 


The Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance 
and Urban Affairs 

2413 Rayburn House Office Building 
Washington, DC 20515 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONI HUNDRED THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 2061B-4OBO 
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March 7, 1994 
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BOD UMJ4J 


CALVIW M 600LTT CALIFORNIA 
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|R< IimOUMUT. Os** 


Mr. John E. Ryan 
Deputy CEO 

Resolution Trust Corporation 
15th & Pennsylvania Avenue, N.W. 

Washington, DC 20220 

Dear Mr. Ryan: 

As you are aware, on December 9, 1993, I requested your agency to provide the House 
Banking Committee with access to documents concerning Madison Guaranty Savings 
and Loan and its subsidiaries. I was very disappointed to receive your letter of 
February 7, 1994, asserting that you could only provide me with documents available to 
any member of the public under the Freedom of Information Act. As we have 
previously informed you, the D.C. Circuit has specifically held that even if disclosure is 
made to an individual member of Congress acting in an official capacity, an agency 
does not thereby waive the privileged status of its documents. See Murohv v. 
Department of the Army . 613 F. 2d 1151 (D.C. Cir. 1979). As you know, I have in 
fact requested that the information be made available to me for use by the Banking 
Committee as a whole. The Murohv decision leaves no doubt that disclosure for these 
purposes does not constitute a waiver of agency privileges. Despite my staffs offer to 
discuss appropriate terms regarding confidentiality for specific documents, you have 
nevertheless denied access to all non-public information. 

The agency’s position requires me to consider resort to other measures for obtaining 
access to this information, which is urgently needed for the performance of Committee 
functions. I would accordingly appreciate it if you would confirm by letter on or before 
March 1 1 , that you do not intent to comply with this request for information, and that l 
do not have any further recourse within the agency for obtaining access to this 
information (under the terms of FOIA or otherwise). 


l 


" 1 J 


S 
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Mr. Rogar C. Altman 

Page 3 

February 3, 1994 


on Decenber 9, 1993, I wrote the RTC requesting access to ail 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules, House practices, and judicial precedent 
support tne proposition thLt the Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 


Sincerely, 

fouStGLl- 

A. LEACH 
RanWng Member 


JAL:gp 

Enclosure 


/29SY 
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Mr. Roger C. Altman 
Page 2 

February 3, 1994 


not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However, it has been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, law enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, Z would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against SAL wrongdoers. As you pointed out in your most 
recent letter, this extension M has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against Individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution. « Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, Z would like to reiterate my request, pursuant to Rules X 
and XX of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, Little Rock, Arkansas. As you know, 
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U.S. HOUSE OF REPRESENTATIVES 

committee on banking, finance and URBAN AFFAIRS 
ONE HUNORED TMIRO CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20B 16-4060 

February 3, 1994 



iM» IlMMI 


Mr. Roger C. Altman 
Interim CEO 

Reeolution Trust Corporation 
801 17th Street. NW 
Washington, DC 20434 

Dear Mr. Altman: 

I am in receipt of your February l. 1994 reaponse to the letter 
initiated by senate Republican leadership concerning Madison 
Savings and Loan and I am pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies" with regard to 
Madison's failure. It seems self-apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to seek 
and review all Whitewater Development Corporation documents turned 
over by the white House to the Justice Department. 

In its investigation of !!adison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
to the thrift's failure. Not only did James and Susan McDougal 
hold significant ownership interest in both entities (approximately 
two thirds in Madison and one half in Whitewater) . but the ocher 
joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resources. [See the attached memo.] 

If the white House chooses to use the Justice Department to shield 
Whitewater documents not only from the public and Congress, but 
from other government agencies, such as the RTC. which have 
legitimate public law enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

I have high regard for your personal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
president ially appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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DATE: 


U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
2128 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 2081B-80B0 

HLECQBE MESSAGE 




non m-»m 


TO: 

FROM: 



MINORITY STAFF FAX # (202) 225-5272 

BANKING, FINANCE AND MAIN # (202)226-3241 

URBAN AFFAIRS 

607 O’NEILL BUILDING 

WASHINGTON, D.C. 20515 


/*9S/ 



me 


»f SOLUTION TRUST CORPORATION 

RmMaintCftti 


April 13, 1994 


Honorable Jim Leach 
Rankin? Minority Member 
Committee on Banking, Finance 

and Urban Affairs 
House of Representatives 
Washington, O.C. 20515 

Re: Freedom of Information Act Appeal No. RTC-94-A014 

Dear Mr. Leach: 

This will acknowledge receipt of your letter, dated April 11, 
1994, appealing the Resolution Trust Corporation's ("RTC") response 
to your request for information pursuant to the Freedom of 
Information Act ("FOIA"), 5 U.S.C. S 552, as amended. In your 
letter, you request a response from the RTC by Wednesday, April 13, 
1994. Please be advised that the statute sets a twenty business day 
period after the receipt of an appeal within which the agency is 
required to respond. 5 U.S.C. $ 552a (6) (A) ( ii) , see also 12 C.F.R. 
S 1615.7(b). However, I assure you, we will make every effort to 
respond to your appeal prior to the twenty days allowed by the 
statute. 



Ellen B. Kulka 
General Counsel 


cc: Office of the secretary 


SOI 17th Shot. MW. Washington. D.C. 20434 


UfSO 
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Honorable James A. Leach 
Page 16 

of the records you seek are located, or in the Western District 
of Missouri, which is where other records you seek are located. 
5 U.S.C. S 553(a) (4) (B) . 


Sincerely, 




Janes Barker 

Acting Deputy General Counsel 


Enclosures 
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Honorable James A. Leach 
Page 15 

prematurely disclose the RTC's investigatory files and possible 
criminal referrals made by the RTC to the Department of Justice 
will obviously interfere with those investigations. To make such 
premature disclosures could reveal evidence and strategy in the 
government's case, see, e.g., Manna v. United States Department 
of Justice, 815 F. Supp. 798, 808 (D.N.J. 1993), or allow targets 
to suppress or fabricate evidence, see, e.g., Alyeska Pipeline 
Serv. Co. V. EPA, 856 F.2d 309, 312 (D.C. Cir. 1988). Similarly, 
to disclose the minutes of the Board of Directors of Hadison 
Financial, a subsidiary of Madison Guaranty, or the Gerrish 
Report could reasonably be expected at this time to interfere 
with those ongoing investigations. 

Accordingly, the RTC investigatory files (which include PLS 
files) , the minutes of the Board of Directors of Madison 
Financial Corporation, and the Gerrish Report have been properly 
withheld pursuant to Exemption 7 (A) . 

Exemption 8 

Your staff had indicated that the Federal Home Loan Bank 
Board's examination reports of Madison Guaranty were of interest 
to you. Inasmuch as the Office of Thrift Supervision is the 
successor to the Bank Board, the request for those records should 
properly be directed to that agency. To the extent the RTC has 
such records in its possession, and because OTS has not decided 
to disclose those records, they are being withheld pursuant to 
Exemption 8. 

Exemption 8 of the FOIA authorizes the withholding of 
information "contained in or related to examination, operating or 
condition reports prepared by, on behalf of, or for the use of an 
agency responsible for the regulation or supervision of financial 
institutions." 6 U.S.C. 5 552(b)(8). Exemption 8 has been 
broadly interpreted, see, e.g., McCullough v. FDIC, 1 GDS 
f 80,194 at 80,495 (D.D.C. 1980), and does not cease operation 
because the institution is no longer in business. Gregory v. 
FDIC, 631 F. 2d 896, 899 (D.C. Cir. 1980). Accordingly, all 
examination reports are properly withheld pursuant to 
Exemption 8. 


C9B9lygi9B 

For the foregoing reasons, your appeal is denied. This is 
the final determination on your appeal to the RTC. You have the 
right to obtain judicial review of this decision in the United 
States District Court for the District in which you reside or 
have your principal place of business, in the United States 
District Court for the District of Columbia, which is where some 
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Honorable James A. Leach 
Page 14 

withholdable because they vould be linked to income levels) . 
Accordingly, the salaries of Madison employees were properly 
withheld. 

In regard to the identities of the constituents on 
Congressional correspondence, they also were properly withheld 
pursuant to Exemption 6. The nature of a constituent request is 
ordinarily seeking assistance, and many constituents recount 
personal financial hardships or other circumstances in their 
communication. In Holy Spirit Association v. Department of 
Stats, the District Court of the Southern District of New York 
found a privacy interest in a similar batch of letters between 
constituents and their United States Senators. In weighing the 
public interest in disclosure against the privacy interest of the 
individual, the Court resolved the balancing test in favor of the 
individual stating: 

(t]he Court is unable to discover how the disclosure of 
particular names could contribute significantly to any 
legitimate public purpose. On the contrary, there is a 
strong public interest in encouraging citizens to 
communicate their concerns regarding their communities 
to their elected representatives. Public disclosure of 
their identities would have the opposite result of 
discouraging such communication. 

526 F. supp. 1022, 1034 (S.D.N.Y. 1981). 

In order to continue to protect the privacy of the 
individual constituents, their names and other identifying 
information were properly withheld pursuant to Exemption 6. 


EXfiBPilg.il Uhl 

Exemption 7(A) authorizes the withholding of "records or 
information compiled for law enforcement purposes, but only to 
the extent that production of such law enforcement records or 
information .... could reasonably be expected to interfere 
with enforcement proceedings." 5 U.S.C. S 552(b)(7)(A). Harm to 
law enforcement proceedings does not have to be based upon a 
document-by-document assessment, instead it can be made 
generically, based on the type of record requested. NLRB v. 
Robbins Tire 6 Rubber Co., 437 U.S. 214, 236 (1978). 

It has long been accepted by Courts that Exemption 7(A) was 
intended to apply "whenever the government's case in court would 
be harmed by the premature release of evidence or information," 
Id., at 232, or where disclosure would in some fashion impede any 
necessary investigation prior to the actual enforcement 
proceeding. Sms, s.g., Dickerson v. Department of Justice, 

942 F . 2d 1426, 1429 (6th Cir. 1993). As you well know, 
investigations into Madison-related matters are being undertaken 
by both the RTC and the Office of the Special Counsel. To 
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Honorable James A. Leach 
Page 13 

records themselves "reveal little or nothing about [the RTC's] 
own conduct."* Accordingly, this information was properly 
withheld pursuant to exemption (6) .’ 

Thus we conclude that actual transaction files of persons 
who were customers of Hadison Guaranty and references to those 
individuals' transactions in the Hadison Guaranty Board of 
Director's Minutes or in various asset inventories (document no. 
622), are exempt from disclosure under exemption (6), inasmuch as 
disclosure of an individual's financial records would constitute 
a clearly unwarranted intrusion into those individuals' personal 
privacy. See, m.g.. National Ass'n of Retired Federal Employees 
v. Horner, 879 F.2d 873, 875 (D.C. Cir. 1989), cert, denied, 

494 U.S. 1078 (1990) . 

In regard to the salaries of Madison employees listed in the 
Bidders Information Package, this information was also properly 
withheld pursuant to exemption 6. As the D.C. Circuit noted, a 
person's privacy interest is significant when the individual's 
name is associated with financial information. Id. An 
individual's income level is quintessentially protected under 
exemption 6. See, e.g., Public Citizen , Inc, v. RTC, Civ. No. 
92-0010, slip op. at 8 (D.D.C. Mar. 19, 1993) (identities of 
those individuals who applied for affordable housing are 


* To the extent an individual's banking records have been 
utilized by RTC investigations, that information would be withheld 
if it were incorporated in investigatory files, which at this point 
the RTC would neither confirm or deny, pursuant to Exemption 7(C), 
5 U.C.S. $552 (b) (7) (C) , which allows records compiled for law 
enforcement purposes to be withheld if production of such records 
"could reasonably be expected to constitute an unwarranted invasion 
of personal privacy." See, e.g., Fitzgibbon v. CIA, 911 F.2d 755, 
767 (D.C. cir. 1990) ("the mention of an individual's name in a law 
enforcement file will engender comment and speculation and carry a 
stigmatizing connotation”). Such information, if it were 
incorporated into investigatory files, would also be properly 
withheld pursuant to Exemption 7(A) (see the Exemption 7(A) 
discussion) . 

9 To the extent that you are seeking access to public 
information that may be located in individuals' banking files 
(e.g., recorded deeds, etc), the Supreme Court squarely addressed 
this issue several years ago in Reporters Committee when it stated 
that substantial privacy interests can exist even though the 
information has been made available at some time at some 
undisclosed location. As the Court noted, if this practically 
obscure information "were 'freely available' there would be no 
reason to invoke the FOIA to obtain access to" it. Department of 
Justice v. Reporters Committee for Freedom of the Press, 489 U.S. 
749, 764 (1989). Accordingly, public information in an 
individual '8 banking files may properly be withheld pursuant to 
.Exemption 6. 
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Honorable James A. Leach 
Page 12 

recommendations pertaining to activities in Madison which the RTC 
has included in its decisional process on how to proceed in this 
matter . 

Exemption 6 

Exemption 6 was the basis for withholding information 
pertaining to individual financial records (e.g., loan or deposit 
information) of customers of Madison , salaries of employees of 
Madison Guaranty, and constituent names on Congressional 
correspondence pertaining to Madison. 

FOIA exemption (6) allows an agency to withhold all 
information about individuals in "personnel and medical files and 
similar files" where the disclosure of such information "would 
constitute a clearly unwarranted invasion of personal privacy." 

5 u.s.c. s 552(b)(6). In making this determination, the 
individual's privacy interests are balanced against the public's 
interest in having the information disclosed. The threshold 
requirement of exemption (6), that information be contained in a 
personnel, medical, or similar file, has been construed by the 
Supreme Court to extend the coverage of the exemption to any 
agency records containing information about a particular 
individual that can be identified as applying to that individual. 
Department of State v. Washington Post Co., 456 U.S. 595 (1982). 

Moreover, in analyzing privacy interests, the Supreme Court 
has held that disclosure depends upon the nature of the requested 
documents and its relationship to the central purpose of the 
FOIA, which is to expose to public scrutiny 

[ojfficial information that sheds light on an agency's 
performance of its statutory duties. That purpose, 
however, is not fostered by disclosure of information 
about private citizens that is accumulated in various 
Governmental files but that reveals little or nothing 
about an agency's own conduct. 

Department of Justice v. Reporters Committee for Freedom of the 
Press, 489 U.S. 749, 772 (1989). 

To the extent you have requested access to an individual's 
personal banking records or documents that reflect such 
information, we find such records do not shed "light on the 
[RTC's] performance of its statutory duty." The actual banking 
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Honorable James A. Leach 
Page 11 

The attorney-client privilege protects confidential 
communications between an attorney and the attorney's client. 

Mead Data Cent., Inc. v. Department of the Air Force, 566 F.2d 
242 , 252 (D.C. Cir. 1977). The Gerrish Report was an analysis of 
potentially illegal activity alleged at Madison Guaranty and was 
prepared for the institution by its attorney. As such, it 
clearly was protected by the attorney-client privilege at the 
time it was created. At the time the RTC assumed jurisdiction 
over Madison, it also assumed the client status. Since that 
document is still confidential, and contains communication 
between the attorney and the attorney's client, the RTC, the 
information is protectable by the privilege. Moreover, portions 
of litigation files that were withheld contain correspondence 
between the RTC and outside counsel which is similarly protected 
by this privilege. 

The attorney work-product privilege protects documents and 
other memoranda prepared by an attorney in anticipation of 
litigation. Hickman v. Taylor, 329 U.S. 495, 509-10 (1947); Fed. 
R. Civ. P. 26(b)(3). The purpose of the privilege is "to promote 
the adversary system by safeguarding the fruits of the attorney's 
trial preparations from discovery attempts of the opponent. N 
United States v. American Telephone 6 Telegraph Co., 642 F. 2d 
1285, 1299 (D.C. Cir. 1980). In this particular case, the 
attorney work-product privilege is being used to withhold 
portions of the litigation files in Kansas City and the 
identities of those cases redacted on the RLIS printout. In the 
case of the litigation files, the documents consist of 
information reflective of the RTC's litigation strategy. The 
fact the litigation may have been terminated does not limit the 
ability of the agency to invoke the privilege. FTC v. Grolier 
Inc., 462 U.S. 19, 28 (1983). In the case of the redacted 
matters on the RLIS printout, the RTC only redacted those matters 
that had not yet become public, e.g., litigation was being 
contemplated. Because such litigation had not yet become public, 
to disclose those matters at this time would undermine the 
adversarial litigation system. Accordingly, this information was 
properly withheld pursuant to the attorney work-product 
privilege. 

The final exemption being invoked is the deliberative 
process privilege. This privilege applies to documents that 
reflect deliberations which are part of an internal decision- 
making process. NLRB v. Sears, Roebuck i Co., 421 U.S. 132 
(1975) . To be protected, a document must be pre-decisional or 
generated before the adoption of an agency policy or decision. 
Coastal States Gas Corp. v. Department of Energy, 617 F.2d 854 
(D.C. Cir. 1980). In this particular case, documents located in 
the Kansas City litigation files clearly reflect the decisional 
process regarding how to proceed with the litigation. 

Accordingly, they are protected by the deliberative process. 
Similarly, the Gerrish Report consists of advice and 
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Exemption 4 

Exemption (4) of the FOIA allows an agency to withhold from 
public disclosure "trade secrets and commercial or financial 
information obtained from a person and privileged or 
confidential." 5 U.S.C. S 552(b)(4). Where the submission of 
information to the government is voluntary, commercial and 
financial information is deemed to be confidential for purposes 
of exemption (4) if it would customarily not be disclosed to the 
public. Critical Mass Energy Project v. Nuclear Regulatory 
Commission, 975 F.2d 871, 879 (D.C. Cir. 1992 (en bene) cert. 
denied 113 S.Ct. 1579 (1993). 

Madison's customers voluntarily submitted their financial 
information to that institution by virtue of their voluntary 
decision to bank there. When the Federal Government intervened 
at Madison, it assumed the institution's position pertaining to 
the voluntary relationship. Consequently, financial information 
contained within transaction files now in the possession of the 
RTC was voluntarily submitted to the RTC, albeit indirectly. 

Bank customers do not customarily make their financial 
information voluntarily available to the general public. In 
fact, a bank's customers have a legitimate interest in keeping 
the non-public aspects of their financial transactions 
confidential. See, e.g., In re Knoxville News-Sentinel, Company, 
Inc., 723 F. 2d 470, 477 (6th Cir. 1983) (non-FOIA case, documents 
sealed "to protect the privacy rights of borrowers who dealt with 
the bank") . 

We, therefore, conclude that actual records of a customer's 
transactions and references to those transactions in the Madison 
Guaranty Board of Director's Minutes, or on lists of Madison 
assets, were properly withheld pursuant to exemption (4) . See 
Rural Housing Alliance v. United States Department of 
Agriculture, 498 F.2d 73, 78 (D.C. Cir. 1974). 

Exemption 5 

Exemption 5 exempts from disclosure "inter-agency or intra- 
agency memorand[a] or letters which would not be available by law 
to a party ... in litigation with the agency." 5 U.S.C. $ 
552(b)(5). Exemption (5) incorporates and includes within its 
scope the protection of documents that would not be available to 
a private party through discovery in civil litigation. United 
States v. Weber Aircraft Corp., 465 U.S. 792 (1984); FTC v. 
Grolier Inc., 462 U.S. 19 (1983). In other words, documents 
which are privileged in civil discovery are withholdable under 
Exemption 5. Three specific privileges are being asserted by the 
RTC with regard to the Gerrish Report, portions of those 
litigation files that Michael McGarry requested access to, and 
the identities of the seven files redacted from the Kansas City 
RLIS printout. Those privileges are the attorney-client 
privilege, the deliberative process privilege, and the attorney 
work-product privilege. 
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of privilagad information to a Mambar of Congress, whether within 
the committee context or not, does not constitute waiver for the 
purposes of the FOIA. Id., at 1159. Consequently, to the extent 
Murphy may be interpreted to afford you access to otherwise 
exempt material, it is limited to protecting agencies that 
provide such information against later claims of waiver of 
privilege and not any record protectable under the FOIA. 

However, even this limited interpretation has been rejected 
by the United States Court of Appeals for the Eleventh Circuit, 
which held that an agency is protected against waiver only if the 
disclosure is "involuntary," (i.e., being compelled to disclose 
the information either by subpoena or a threat of subpoena) . 
Florida House of Representatives v. United States Department of 
Commerce, 961 F.2d, 941, 946 (llth Cir. 1992). Inasmuch as 
individual Members of Congress do not have the ability to compel 
disclosure pursuant to subpoena, it is apparent that the Eleventh 
Circuit would distinguish between requests by individual Members 
of Congress and requests by a committee or subcommittee. 
Obviously, if disclosure of information to a party would 
constitute a waiver of privilege, it is axiomatic that the party 
does not have an automatic right of access. Because disclosure 
to you could constitute a waiver of privileges, we feel compelled 
to continue to assert the privileges in the face of a request for 
records by an individual Member of Congress. 


CONCLUSION 

The Minority Staff's Opinion has failed to persuade us that 
you have authority commensurate with that of a committee or 
committee chairman. Consequently, we must treat your request as 
seeking the records in your individual capacity. We are 
prohibited by statute from disclosing to an individual Member of 
Congress information which may be protected by the Privacy Act. 

5 U.S.C. S 552a(b)(9). Similarly, we cannot disclose information 
of the type protected by FOIA exemption (4) and the Trade Secrets 
Act. Finally, because of the split between the D.C. Circuit (to 
the extent that Murphy affords you access to privileged 
information) , and the Eleventh Circuit regarding your access to 
privileged information, and in order to protect the privileged 
status of certain records, we must continue to take the position 
that we must withhold them. In sum, the case law refutes your 
staff's arguments that you, as an individual Member of Congress, 
are to be afforded any special status under the FOIA not afforded 
the general public. 

Application o t ffilA Exwaptiana 

Because we have concluded you are only entitled to 
information disclosable pursuant to the FOIA, we reviewed the 
records for which you were denied access and have determined they 
were appropriately withheld pursuant to Exemptions 4, 5, 6, 7(A), 
7(C) and 8. 


SZ9VI- 
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or a committee or subcommittee, not to an individual 
congressman.”); See also , Lee v. Dearment, 1992 Lexis 12533 (4th 
Cir.). Inasmuch as your staff has not supplied clear authority 
to the contrary, we must maintain our original position. 

In regard to confidential business information, it is our 
opinion that Exxon Corp. v. FTC, 589 F.2d 582 (D.C. Cir. 1978), 
is controlling. In Exxon, the Federal Trade Commission received 
a request for information from Senator Hart on official 
stationery, asking that the data be made available to the 
Subcommittee. The Court concluded that: 

[D]isclosure of information can only be compelled by 
authority of Congress, its committees and 
subcommittees, not solely by individual members; and 
only for investigations and congressional activities. 
Election to the Congress does not give an individual 
subpoena power over whatever information he may happen 
to be interested in, and particularly not over trade 
secrets. . • . 

Id. at 593. See also, Ashland Oil, Inc. v. FTC, 548 F.2d 977 
(D.C. Cir. 1976). Thus Exxon stands for the proposition that 
material protected by the Trade Secrets Act cannot be disclosed 
to individual Members of Congress outside of the committee or 
subcommittee setting. 7 We have reviewed Owens-Coming , and we do 
not believe that it overrules Exxon. In fact, we believe the 
Court's approval of the FTC's approach of distinguishing between 
"official" and "unofficial" Congressional requests, See Owens- 
Coming, 626 F.2d at 974, comports with Exxon. 

Finally, we disagree with your staff's assessment that 
Murphy allows you total access to privileged information, if not 
all information protectable under the FOIA. Murphy dealt 
exclusively with the question of whether an agency (in this 
instance the Army) had "waived" its right to protect privileged 
information under the FOIA because it had provided that 
information to a Member of Congress in his individual capacity. 
See 613 F . 2d at 1155. Relying on the operation of the 
predecessor to present FOIA subsection (d) , 5 U.S.C. S 552(c), 
the D.C. Circuit refused to find "waiver," and held a disclosure 


7 Virtually every court that has considered the issue has 
found the Trade Secrets Act (TSA) and exemption (4) of the FOIA to 
be "coextensive." See, e.g., General Elec. Co. v. NRC, 750 F.2d 
1394, 1402 (7th Cir. 1984). Exemption (4) protects "trade secrets 
and commercial or financial information obtained from a person 
[which is] privileged or confidential." 5 U.S.C. 5552(b)(4). It 
is clear that personal as well as corporate financial information 
is covered under exemption (4), See, e.g.. Rural Housing Alliance 
v. United States Department ol Agriculture, 498 F.2d 73, 78 (D.C. 
Cir. 1974) (personal financial information derived from loan 
applications) . 
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information from Congress." The dispositive question is whether 
you, as an individual Member of Congress, fall within the scope 
of subsection (d) . s 

In this regard, the Staff relies almost exclusively upon two 
cases, Murphy v. Department of the Army, 613 F.2d 1151 (D.C. 

Cir. 1979), and FTC v Owens-Corning Fiberglass Corp, 626 F.2d 966 
(D.C. Cir. 1980) . A We have reviewed both opinions and find these 
cases do not clearly afford a Ranking Minority Member access to 
records protected by the Privacy Act and Trade Secrets Act, nor 
do they clearly allow access to privileged information. As a 
consequence, we are not persuaded you have access rights other 
than that which is afforded to the general public under the FOIA. 

As for your staff's assertion that Murphy authorizes your 
access to Privacy Act-protected information. See Opinion, at 7, 
n.30 & 31, we are not persuaded for two reasons. First, Murphy 
did not address Privacy Act issues; rather, it exclusively 
involved the FOIA. Secondly, we continue to maintain the 
position that the plain language of the Act, which specifically 
authorizes disclosure "to either House of Congress, or, to the 
extent of matters within its jurisdiction, any committee or 
subcommittee thereof, any joint committee of Congress or 
subcommittee of any such joint committee," 5 U.S.C. S 
552a (b) (9) , does not authorize the disclosure of a Privacy Act- 
protected record to an individual Member of Congress acting on 
his or her own behalf or on behalf of a constituent. See OMB 
Guidelines, 40 Fed. Reg. 28,948, 28,955 (1975); 40 Fed. Reg. 
56,741, 56,742 (1975); Swenson v. U.S. Postal Service, 890 F.2d 
1075, 1077 (9th Cir. 1989) ("The clear language of the Privacy 
Act exemption in S552a(b) (9) applies only to a House of Congress 


5 We note at the outset the Department of Justice has 
consistently issued guidance that individual Members of congress 
are not covered under subsection (d) . See FOIA Update , Winter 
1984, at 3-4 ("OIP Guidance: Congressional Access Under FOIA"). 


6 The Opinion also apparently relies on two pre-Murphy cases, 
EPA V. Mink, 464 F. 2d 742 (D.C. Cir. 1971), rev'd, 410 U.S. 73 
(1973); and Koch v. Department of Justice, 376 F. Supp. 313 (1974), 
for the proposition that agencies must respond to official requests 
and such requests "can come from Members acting in their individual 
capacities." Opinion , at 7 n.30, After examining the opinions in 
both cases, we fail to see how they support this proposition. Both 
Mink and Koch involved FOIA requests by Members of Congress and in 
both cases the courts held that information was properly 
withholdable under the FOIA. Neither case discusses the question 
of whether individual Members of Congress have any additional 
access rights other than those of the general public, but it can be 
inferred they have no such special status in light of the fact the 
Court affirmed the agencies' determinations to withhold records in 
both cases pursuant to FOIA exemptions. 
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solely, can conduct such an investigation. It is clear that 
Congress could have allowed the 'minority the ability to undertake 
an investigation on its own if Congress had seen fit to do so. 3 
Absent clear legal authority on this point, the Opinion argues 
that the majority's ability to limit the minority's investigative 
authority is bad policy. Whether this is true or not is 
irrelevant to the issue of legal authority. 

Finally, the Opinion argues that certain actions by Chairman 
Gonzalez have "created enough ' institutional imprimatur' to 
satisfy agency policy and existing case law on Congressional 
access to agency documents." Opinion at 8. while the Minority 
Staff notes a request for travel funds has been granted by the 
Chairman, it fails to address the fact that the Chairman has 
publicly stated the Committee is not, at this time, undertaking 
an investigation. We believe that statement to be 
determinative . 4 

It is our opinion the arguments presented to show that you 
have authority commensurate with that of a Chairman or Committee 
are not sufficiently persuasive, and accordingly your request 
must be considered as made by an individual Member of Congress 
and not a Committee. 


FOIA AND PRIVACY ACT ACCESS 

The Minority Staff also argues based upon your individual 
capacity as a Member of Congress, you should be granted absolute 
access to the records, irrespective of the Privacy Act, the Trade 
Secrets Act, privileges or FOIA exemptions. In effect, the 
Opinion claims you are entitled to access pursuant to 5 U.S.C. $ 
552(d) which states that the FOIA "is not authority to withhold 


3 See, 5 U.S.C. S 2954 ("[a]n Executive agency, on request of 
the Committee on Government Operations of the House of 
Representatives, or of any seven members thereof, or on request of 
the Committee on Government Operations of the Senate, or any five 
members thereof, shall submit any information requested of it 
relating to any matter within the jurisdiction of the committee") . 

4 We are aware that the Congress appears to have decided to 
conduct hearings on the Madison/Whitewater matter. However, it is 
our understanding the venue in which these hearings will be 
conducted has not been determined, nor has the scope or timing of 
these hearings. When and if the RTC receives a request for records 
from a properly designated Congressional entity regarding this 
matter, we will reply appropriately. 
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waiver and could detrimentally affect any further legal action 
that may be contemplated regarding Madison. In sum, we have 
concluded that the RTC may appropriately withhold information 
from you pursuant to FOIA exemptions. 


COMMITTEE STATUS 

The Minority Staff's Opinion that as Ranking Minority Member 
you have authority commensurate with that of a Committee is based 
on four arguments: (1) the position stated in an Amicus Curiae 
Brief submitted by the Speaker and Bipartisan leadership Group of 
the House of Representatives in the matter of United States v. 
McDade , Crim. Action No. 92-249 (E.D. Pa.); (2) Congress has the 
right to investigate and the majority should not suppress the 
minority's efforts in this area; (3) various rules of the House 
and the Banking Committee grant you independent investigatory 
authority commensurate to that of the Banking Committee; and 
(4) there is sufficient "institutional imprimatur" to afford your 
effort Committee status. 

We have reviewed the brief and opinion filed in the United 
States v . McDade, and we do not consider your staff's reliance 
upon the statement made in the Amicus Brief that the Ranking 
Minority Member is "the functional counterpart of the Chairman" 
to be on point. Nothing in the brief or the Court's written 
opinion on the case addresses the issue of a Member's right of 
access to agency information, nor do they infer that a Ranking 
Minority Member has all the authority of a Committee. The 
characterization of the Ranking Member as the "functional 
counterpart of the Chairman" is in terms of preparing the 
minority's proposed legislation and amendments to the majority's 
proposals, and managing the minority staff, etc., and not in 
terms of the authority of the individual Member to compel access 
to information from agencies. This very narrow characterization 
is for a particular purpose and has been taken entirely out of 
context . 

As to your staff's assertion that the rules of the House and 
the Banking Committee support your independent status, all of the 
references simply prove that the minority can participate in the 
legislative process. The Opinion does not cite case law or a 
specific legislative rule that grants the Ranking Minority Member 
Committee status or the independent authority to compel the 
production of documents. This is in stark contrast to the 
Banking Committee's own rules on the issuance of subpoenas (which 
normally does form a basis to compel production of documents) , 
which may be authorized only by a majority of the members voting, 
a majority being present, and not solely by the Ranking Minority 
Member. See House Banking Rule II. 3. 

Congress' right to investigate matters related to alleged 
waste and fraud is not in dispute. The real issue is whether the 
Ranking Minority Member, on the authority of that position 
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portions which identified certain depositors was also denied 
because to disclose this information would reveal confidential 
commercial or financial information. 2 ] 

11. Bank Board Examination Reports of Madison. [These reports 
were denied because they related to reports prepared by a 
financial institution regulatory agency which requested they be 
withheld. ] 

If you are interested in obtaining access to types of 
documents other than those listed above or which have been 
disclosed to you previously, please refer to the inventories 
which have been supplied to your staff and contact the FOIA/PA 
Branch, International Place, 1735 North Lynn Street, Rossyln, 
Virginia 22209. 


Access bv Individua l Hyfc m of the Congress 

In your letter dated March 7, 1994, you indicated that based 
upon your status as an individual Member of Congress you are 
entitled to total access to all records under the control of the 
agency, notwithstanding the fact that the records may be 
privileged, protected by the Privacy Act, or protected by the 
Trade Secrets Act. In effect, you disputed our position that you 
were entitled only to the same access as would be afforded to a 
member of the general public pursuant to the FOIA. Previously, 
on January 14, 1994, your staff submitted a memorandum which 
concluded that as Ranking Minority Member, you appeared to "have 
the appropriate institutional status to obtain records within the 
Committee's jurisdiction upon request and without limitation." 

See Memorandum to Representative James A. Leach, from the 
Minority Staff, subject "Rights of a Ranking Minority Member for 
Access to Agency Records," January 14, 1993 (sic) (hereafter 
referred to as the Minority Staff "Opinion ") , at 1. Your staff 
came to this conclusion based on their assertion that a Ranking 
Minority Member has all the rights of a Committee and that 
subsection (d) of the FOIA, 552 U.S.C. S 552(d), precludes the 
invocation of FOIA exemptions to withhold records from you. 

We have reviewed this memorandum and the relevant case law 
and have concluded you are only entitled to the same access as 
would be available to any member of the general public under the 
FOIA. Furthermore, we have concluded that as long as your status 
is that of an individual Member of Congress, we would be 
prohibited from disclosing information potentially covered by the 
Privacy Act and the Trade Secrets Act. Moreover, we believe that 
disclosing privileged information to you could raise questions of 


2 Access to portions which identified parties who sold Madison 
a participation interest was also denied. Upon review, we have 
determined this information may be disclosed. Accordingly, a one- 
page supplemental release is attached. (Attachment C) 
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2. Loan or personal banking records pertaining to individuals 
or corporations /partnerships. [Access was denied because to 
disclose this information would constitute a clearly unwarranted 
intrusion into an individual's personal privacy or would reveal 
confidential commercial or financial information. This category 
includes requests for financial records which may relate to 
specific individuals or corporations and to portions of certain 
inventories of documents and assets which have been supplied to 
your staff — e.g., no. 622 on the attached inventory.] 

3. Minutes of Madison Guaranty. [Portions were withheld 
because to disclose this information would constitute a clearly 
unwarranted intrusion into an individual's personal privacy or 
would reveal confidential commercial or financial information.] 

4. Minutes of Madison's subsidiary, Madison Financial 
Corporation. [Access was denied because to disclose this 
information could reasonably be expected to interfere with an 
enforcement proceeding.] 

5. Resolution documents pertaining to Madison. [Access granted 
in their entirety.] 

6. Documents in Legal files located in Kansas City. [On 
December 30th your staff was given a copy of the Kansas city RLIS 
(RTC Legal Information System) printout and then requested access 
to 18 files, portions of which were withheld as privileged. In 
addition, seven items on the printout were redacted as 
privileged. 1 ] 

7. Congressional correspondence pertaining to Madison. [Access 
to portions were withheld to protect the identity of the 
constituents, the disclosure of which would constitute a clearly 
unwarranted intrusion of their personal privacy.] 

8. Gerrish Report. [Access was denied because this document is 
protected under the attorney-client privilege, and to disclose 
this document could reasonably be expected to interfere with an 
enforcement proceeding.] 

9. Contract information. [On December 30th, your staff 
selected certain contracts off of the RTC's Kansas city CARS 
(Contracting Activity Reporting System) and those contracts were 
disclosed in their entirety.] 

10. Bidders Information Package. [Document no. 67 on the 
attached inventory. Access to salaries of Madison employees was 
denied, the disclosure of which would constitute a clearly 
unwarranted intrusion of their personal privacy. Access to 


1 Upon review, we have determined that this information is no 
longer privileged. Accordingly, a supplemental release is 
attached. (Attachment B) 
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with private sector contractors during the resolution 

of Madison. In addition to documents in possession at 

RTC-Washington, I request access to all documents 

related to Madison held at RTC field offices. 

We interpreted this request to include all records created 
by the RTC and records in possession of the institution at the 
time it was put into receivership and still in the possession of 
the RTC. Because your initial request encompassed approximately 
500 boxes of records , the RTC supplied your staff with a number 
of inventories pertaining to records of the RTC which relate to 
Madison Guaranty and Madison Financial Corporation. In an effort 
to expedite your request and avoid supplying you with information 
in which you had little or no interest, we asked your staff to 
utilize the inventories and indicate which records were being 
sought . 

In the ensuing discussions, your staff identified certain 
categories of records which they specifically requested. During 
other discussions with your staff, certain general categories of 
records were indicated as being of interest. As a result of 
these discussions, the RTC reviewed the appropriateness of 
disclosing the requested categories or specific files of 
information. Access to certain of these categories was denied, 
while access was granted in whole or in part to other categories. 
A substantial number of records were not specifically requested 
by your staff and accordingly were not addressed. As a courtesy, 
we have supplied your staff with copies of any Madison-related 
record processed pursuant to any other FOIA request, even though 
your staff did not indicate any special interest in that record. 
As a result of this procedure, the RTC has disclosed over 8,000 
pages of information to your staff, and it has placed copies of 
that information in the RTC's Reading Room for public access. 

For your convenience, we have enclosed another copy of the 
inventory of Madison related records. (Attachment A) 

Based on our previous dialogue with your staff, and noting 
the categories or specific files they requested, we have 
interpreted your request and your appeal to be limited to the 
following categories of information which were specified by your 
staff or were supplied to your staff as a result of processing 
other FOIA requests. As indicated below, you were denied access 
to certain categories of these records in whole or in part. 

These denials, in addition to your claim to absolute access by 
virtue of your status as a Member of the Congress, are the 
subject of your appeal. 

1. Investigatory files pertaining to the RTC's investigation of 
Madison, Professional Liability Section (PLS) litigation files 
pertaining to Madison, and any criminal referrals or 
correspondence with the Department of Justice pertaining to 
Madison. [Access was denied because to disclose this information 
could reasonably be expected to interfere with an enforcement 
proceeding. ] 

/Z935 
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RESOLUTION TRUST CORPORATION 

RasoMnf The Crtafc 
Restoring The CaaMeoee 


Honorable James A. Leach 
Ranking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 
House of Representatives 
Washington, D.C. 20515 


RT- 1 3279 
cc: Ryan 

Standard Distnoutirn 

Mr. Adair 

Mr. Buckley 

Ms. Kulka 

Mr. 3inkley 

Mr. Collishaw 

Ms. Kauper 

Ms. Hinton 

OGR Reps & Staff 

May 2, 1994 Enclosures available 
view in OGR 


Re: Freedom of Information Act ABBSfll NQi RTC-94-AQ14 


Dear Mr . Leach : 

This is in response to your letter of April 11, 1994, 
appealing the Resolution Trust Corporation's response dated 
March 11, 1994, to your request for information related to 
Madison Guaranty Savings & Loan Association. While your initial 
request for information, dated December 9, 1993, was opened as a 
request made through our Office of Governmental Relations and not 
a request made pursuant to the Freedom of Information Act (FOIA) , 
5 U.S.C. S 552, because of your status as an individual Member of 
Congress, you were afforded no greater access than would have 
been afforded the general public under the FOIA. In your letter 
dated March 7, 1994, you specifically requested information 
regarding what "further recourse" was available to you within the 
agency to obtain access to the information you sought. The RTC 
responded in its letter of March 11, 1994, by explaining the 
RTC' s FOIA appeal process. 

Consequently, we are treating your letter dated April 11, 
1994, to be an appeal, pursuant to the FOIA, of our previous 
responses to your requests for records. 


Scops of Request 

By letter dated December 9, 1993, you requested "all 
documents related to Madison and its subsidiaries." Your request 
went on to state that: 

Such documents would include, but not be limited to, 
administrative files, examination reports, interoffice 
memorandum (sic) , notes and minutes of meetings 
(including telephonic meetings), correspondence, 
electronic mail and agreements the RTC entered into 

801 17th Stmt. N.W. WaNngto n. D.C. 20434 
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2. That the Court, after holding a proper hearing, enter a permanent injunction: 

a. Prohibiting Defendant Office of the fnrpector General, Resolution Trait 
Corporation from taking any action in furtherance of its proposed conflicts 
investigation of Rose, or, in the alternative, prohibit Defendant Office of 
the Inspector General, Resolution Trust Corporation, from reviewing as 
pan of its conflicts investigation any matters beyond those initially 
reviewed and reported on by the Resolution Trust Corporation; and 

b. Specifically prohibiting Defendant Office of the Inspector General, 
Resolution Trust Corporation, from seeking, in any district court of the 
United States, enforcement of any or all subpoenas previously served on 
Rote. 


Respectfully submitted. 



RomUM. Clark 
Arkansas Bar No. 80029 
ROSE LAW FIRM, 
a Professional Association 
120 Bast Fourth Street 
Little Rode. AR 72201 
Telephone: (SOI) 375-9131 

Facsimile: (SOI) 375-1309 

Walter B. Smut 
Andrew J. Logan 
VINSON & ELKINS LLP. 

2500 First City Tower 
1001 Fannin Street 
Houston, TX 77002-6760 
Telephone: (713) 758-2222 

Facsimile: (713) 758-2346 

C. Michael Buxton 
Aides L. Atkins 
VINSON & ELKINS L.L.P. 

Tha Willard Office Building 
1453 Pennsylvania Avenue. N.W, 
Washington, D.C. 20004-1006 
Telephone: (302) 639-6500 

Facsimile: (202) 639-6604 

ATTORNEYS FOR PLAINTIFF 
ROSE LAW FIRM 
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Responsibility. mpecjflUty requwu thli Court enter judgment declaring the wbpoetta it 
void. ' 

49. Row reallege* the matters set fbrtb in pangreph* 1 through 48 above, 

50 Tte IG/RTC's cubpomt of April 18, 1994. invades the conatitutional right to 

privacy of Ro*e'( clients. Rose respectfully requests this Court enter judgment de cla ri n g the 
subpoena Is void. 

51. Rose realleges the mitten set foflh in pangnpha 1 through SO above. 

52 . The IG/RTC’s subpoena of April 18, 1994, is overbroad and unduly burdensome 
in that it demob Rose produce potentially millions of pages of documents within a 10-day 
p^ vi Ros e respectfully requests this Couit enter judgment declaring the subpoena Is void. 

53. Rore realleges tl» matters set forth in paragraphs 1 through 52 above. 

54 . Tbs IG/RTC’s subpoena of April 18, 1994, teefcs information not relevant to its 
investigation. Rose respectfully requests this Court enter judgment declaring the subpoena is 


void. 


WHEREFORE* Plaintiff Row Law Finn, a Professional Association requests the 
following: 

1. That the Court enter judgment d e c laring that 

e. rHW*™ Office of Inspector General* Rwofttttan Trust Corporation's 
confl ic t! inv estigation of Rose is an unlawful usurpation of n on del e gable 
program operating iesponsfl)ttities expressly reserved in the ETC under 
the Inspector Gemrai Act 5 U.S.C. App. 3 1 1 «r uq. (1992). 

b. Ths s ub poe m is void sol unenforceable beewse D efen da nt Office of the 
Gewal, Reeotutioo Treat Corporation's investigation has been 
initiated for the improper purpose of bataamem or ocher political motives, 
seeks information protected from discovery by attorney-dieni privilege* 
the work product rule, and/or the Arkansas Rules of Professional 
jtapoDsfeility, invades Row's cheats' eowdtudoaal right to privacy* is 
overly breed end unduly burdensome* and/or seeks information not 
relevant to Defealant's investigation. 
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42. The tctuti controversy surrounding Use lawfulness of the IG/RTC's investigation 
and concurrent subpoena, as well a* issues of constitutional and cntmnnn law privilege, 
relevance, and overbreadth of the information sought entitle Rose to declaratory and injunctive 
relief. See 28 U.S.C. } 2201 (1991 Supp.). 

COUNT t 

(VIOLATION OF THE INSPECTOR GENERAL ACT) 

43. Rote realleges the matters set forth in paragraphs l through 42 above. 

44. Defendant IG/RTC's foil scale inveitigation of Rose regarding ell potential 
conflicts of interest constitutes an usurpation of nondelegable program o pe r a ting responsibilities 
expressly reserved in (be RTC in tbs Inspector General Act of 1978, as uaenttd by FOtSBA. 
S U.S.C. App. 3 1 9(a) (2) (1992). Rose respectfoUy requests that this Court enter judgment 
declaring Defendant 10/RTC‘s conflicts investigation of Rose is an unlawfol investigation 
unauthorized in the Inspector Genetai Act as amended by FIRREA. 

COUNT n 

(VOID ADMINISTRATIVE SUBPOENA) 

45. Rose realleges the matters set forth in paragraphs l through 44 above. 

46. Defendant IG/RTC's duplicative conflicts investigation, which largely overlaps 
the independent investigations of the Indepe n dent Counsel . the IG/FDIC, and the RTC . has bean 
initialed for improper proposes. Rost respectfully requests this Conn enter judgment declaring 
the investigation is unlawful and the subpoena is void. 

47. Rose realleges the matters set forth in paragraphs 1 through 46 above. 

48. The IG/RTC's subpoena Of April 18, 1994, seeks information protected by the 
aaonwy-cliem privilege, the work product doctrine, and the Arkansas Rule* of Professional 
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question the motivation for the IG/RTC investigation and the statutory authority that entitled the 
IG/RTC to this information. 

38. On April 18, 1994, the IG/RTC served on Rose another subpoena de m a n d i ng 
”[a]ny documents listing the taxaeM of any individual, partnership, corporation, association or 
other person or entity, to whom the Rose Uw Finn . . provided legal services . . . trim 
January 1. 1985 through April 15. 1994." 

39. The April 18 subpoena seeks every Ann document generated over the last nine 

years that bears the name of a diem. The pages of document! responsive to this overly broad 
inquiry number in the millions. Furthermore, virtually all of them contai n 

girding the services Rose performed on behalf of these clients. Most of this 
information is clearly privileged. The RTC baa acknowledged that it baa ebeokiteiy no ritfrt to 
review tty such privileged information, making the production of the documanit mr i ningl a ti 
Dcpte the breadth of the subpoena, the IG/RTC give Rose only ten days to produce thorn 
millions of pages of documents. Regrettably, this most recent outrageous demand has 
necessitated this complaint. 

40. The April 18 subpoena it greedy overbroad. It requests literally millions ofpeges 
of documents. The subpoena seeks documents relating to Rote diems dating back to 1985, four 
yean before (he RTC was created. U seeks the ideally of Rotfidkma without any erttailBble 
suspicion that any mote than a handful might present a potential applicable conflict of interest. 

41 . Moreover, a list of diems will not answer the question the IG/RTC is 
imostigatlng. A list of diem* will not show whether there was a conflict, aa die IG/RTC 

acknowledged during discuariona with counsel for Rose. Rather, the IG/RTC admitted it wwdd 
need the subctince of the services Rote performed for these client* but, at the same time, it also 
admitted that it Is not entitled to obtain such privileged information from Rom. 
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32. On Much 15 and March 18, 1994, (lie Inspectors General for the FDIC and RTC 
respectively served subpoenas on Rose in connection with those four overlapping audits and 
investigations. The IG/FDIC and IG/RTC audits are in substance identical. Both seek the mfff 
information, namely, invoices* original expense records, and original time sheets dating K^lr 
to 1984 for all services Rose provided to the FSL1C, the FDIC, and the RTC. The IG/FDIC 
also is conducting a "conflicts" investigation. Although Rose initially urged the federal agencies 
to consolidate their efforts in order to avoid unnecessary duplication, it complied with each 
investigation when the agencies insisted on proceeding separately. 

33. The IG/RTCs conflicts investigation it a de novo review into whether Rose has 
or had actual or potential conflicts of interest, not only with respect to the Frost Litigation, but 
also with respect to any other representation of the RTC. 

34. To date, Rose has fully cooperated with this investigation within the bounds of 
its ethical obligations. Both Rose and the IG/RTC agree that no privileged information about 
Rose's clients should ever be produced. 

35. At the same time, however, the Firm has been c o n cer ned with whether the 
Inspector General Act of 1978. as amended by FIRREA. permits this type of de novo 
investigation. 

36. These concerns were significantly increased recently when the IG/RTC insisted 
on receiving a lift of ail of Rose’s clients in Older to complete its "conflicts" investigation, 
despite the fact that such isfonnation was not (equated in its March 18 subpoena. 

37. Sensitive to its ethical obligations to its clients and the constitutional privacy 
interests of its clients. Rose, through Counsel, asked the IG/RTC to explain how a list of client 
names, without Anther information, would be relevant to its inquiry. Robb also began to 
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investigation wan commenced. On investigation was brought by outside counsel for the RTC. 
The other was brought by the Independent Counsel appointed bytheU.S. Department of Justice. 
In compliance with those investigations. Rose produced mote than 62,000 pages to the 
Independent Counsel, more than 60.000 pages of documents to the RTC (most of which are 
copies of the mm« documents provided to the Independent Counsel), and more than 60,000 
pages of to the FDIC (again, largely the same documents). Each of those three 

" conflicts ' investigations almost entirely overlapped. While Rose has cooperated with those 
investigations, it has done so in a manner that protects folly the confidentiality of client 

information. 

THE INSPECTORS GENERAL’S INVESTIGATIONS 

28. The numerous overlapping investigations ire not based on an articulable suspicion 
ttaat Rose v iolated any stewards. Instead, they am « reaction to a bearing before the 
Sum s Ba nking Committee on February 24 of this year. 

29. During that bearing, the fteliags contained in the initial FDIC and RTC reports 
were severely criticized. It was requested thu the Ins pect or s General for the FDIC and RTC 

analyze the procedures used in each agency 's conflicts investigation to assess foe validity of their 

findings. 

30. Wbat certain Senate Banking Committee members pressured for wss a review by 
each Inspector General of each agency’s conclusions, not l it novo review by the Inspectors 
ge n eral of every Rose client for the purposes of unearthing a conflict of interest. 

31. Soon alter the hearing, the Inspectors General for the RTC and FDIC began four 
additional overlapping audits and investigations. The IG/RTC's conflicts investigation is not a 
review of the RTC'* initial inquiry. Rather, it is a do novo search for conflicts of interest. 
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of the wit. Ultimately, the federal government recovered more than S1.2 million from Fron 
& Company. 

24. Before the Frost Litigation, Ron had represented Madison Guaranty in a few 
isolated matters, but Rose was never Madison Guaranty's primary outside counsel. In 1985 , 
Madison Guaranty retained Rose to advise it with respect to two issues: (a) whether Arkansas 
law would permit the thrift to create a class of preferred stock, and (b) whether, under Arkansas 
savings and loan law, the thrift could operate a broker-dealer subsidiary. 

25. On Madison Guaranty’s behalf, Roee sought the approval of the Arkansas 
Securities Department (the "Department") on those issues. At the Department's request. Roae 
transmitted an audit of Madison Guaranty performed by Frost A Company for the year 1984, 
which concluded that the thrift was fin a n c i al ly solvent Roae had no role in preparing the audit 
nor did it lave a duty to undertake to assess the accuracy or adequacy of the audit. Instead, 
Roae simply submitted an audit prepared by Madison Guaranty's Inrtrpenrirnt accountants. The 
n epenmam ultfaimely grsnfl Madison Guaranty pamiiaina ip cream a clan of prefe r red stock 
but denied the application to create a broker-dealer. No pr e ferted stock was ever sold. 

INITIAL CONFLICTS INVESTIGATIONS 

26. In late 1993, the FDIC and RTC began investigating into whether Rose bad a 
conflict of interest inks re p r esenta tion of Madison Guaranty in 1985. The agencies concluded 
their invmtigatkxa and published reports of their findings ia February 1994. Neither agency 
concluded Ron violated any conflicts of interest rules in effect at the time of the Frost 
Litigation. The PMC's repost c o n clu de d dare was "no basis" to itimuminf that Rom’s 
representations of other clients posed a conflict of interest 

27. Rose cooperated fishy with each of these investigations within the bounds of its 
ethical obligations to all of its clients, private and governmental. In early 1994, twoadditional 
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MADISON GUARANTY SAVINGS AND LOAN 

18. It appears that Rose's previous limited representation of Madison Guaranty 
Savings and Loan Association ("Madison Guaranty") and its later representation of the 
conservator for Madison is the starting point of the IG/RTC's current investigation. 

19. Rose assisted in the recovery of more than $'t.2 million dollars in connection with 

/ 

the of Guaranty, a Little Rock, Arkansas thrift. The FSLIC was appointed 

conservator for Madison Guaranty on February 28. 1989, and pursuant to agreement, the FDIC 
Dec line managing agent for the conservatorship. 

20. When the FSUC became conservator, Madison Guaranty already had instituted 
a lawsuit for damage* against the accounting firm of Frost A Company. In that lawsuit (the 
” Fra „ Litigation"), Madison Guaranty alleged Frost * Company conducted faulty audits of 
Madison Guaranty far the years 1984 and 1985 that conchtdsd the thrift was solvent when in fhct 
it was nor. Befcce entering cotwemtonhjp, Madison Guaranty had retained another liw firm 
to represent it in the Frost Litigation. 

21. After becoming «««»t<ng agent for the conservatorship, the FDIC determined 
certain conflicts of interest prevented that other firm tom repr e se nting the government became 
it also was defe ndin g directoti and officers of failed bento in lawsuits brought by the FDIC. 

22. HwFPF' fit***^ ***** at ks rremsal and dnmimlne d that several other law 

firms wcte nor acceptable because they who ill-equipped to handle the complex issues of 
accounting malpractice in the F«ur Litigation or possessed similar conflicts of interest. 

23. In February 1989, the FDIC approached Rose to represent it in connection with 
the Frost Litigation. Rose worked closely with FDIC attorneys, keeping the FDIC fully 
inftnned of all issues surrounding ths case. Tha FDIC materially paitielpatad tnthe settlament 
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Insurance Corporation ("FSIiC"), Che FDIC and the RTC in their capacities as receivers or 
conservators for failed savings and loans both in Arkansas and other stains since 1984. Rose 
presently represents the RTC in director and officer liability matters arising out of six failed 
financial institutions. As a direct result of these representations. Rose has helped the federal 
government recover millions of dollars from parties accountable for the failure of several 
financial institutions. Throughout this relationship, federal regulators have praised Rose for the 
outstanding results achieved on the government’s behalf. 

THE DEFENDANTS 

16. Defendant the Resolution Trust Corporation is a corporation established by 
Congress in the Financial Institution Reform Recovery and Enforcement Act of 1989, P.L. 101- 
73, 103 Stat. 393 (“FIRREA"). Among the RTC’s duties under federal law is the responsibility 
to manage and resolve all cases involving depositoty restit utions whose accounts were Insured 
by the FSLIC before FIRREA was enacted. See 12 U.S.C. § 1441a(bM3XA) (1991 Supp.). 
Congress has declared the RTC is both an instru m e nt al i ty and asagem of the United States of 
America. See 12 U.S.C. 5 !441a(bXlXA), (B) (1991 Supp.). 

17. Defendant the Office of Inspector General, Resolution Trust Corporation is 
charged with the prevention and detection of fraud and abuse in programs and operations 
adminis tered or furced by the RTC. See 5 U.S.C. App. 3 f| 4(a)(4), 11(2) ( 1991 Supp.). 
By the IG/RTC Is not intended to serve as another bureaucracy duplicative of the RTC 
and is expressly forbidden from assuming the "program operating responsibilities" of the RTC. 
Id, at §§ «GXb), 9(a)(2). 
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only ten days to comply. The Inspector General has threatened further action unless Rose 
complies fully by April 27. 1994. 

12. Although Rose is trying to cooperate with each investigation underway, it has 

reluctantly concluded that it cannot comply with this overreaching request. As set forth below, 
the 1G/RTC investigation was Initiated for an improper purpose and exceeds its statutory 
authority. Funtermon. the IG/RTC’s demand seeks information that is privileged, attempts to 
breach the privacy interests of Rose's diems, and it grossly sod unduly burdensome. 

JURISDICTION AND VENUE 

13. This tetion is brought to enjoin an unlawful invtstigttioa and subpoena initiaad 
by rwiMKiant office of Inspector General, Resolution Trust Corporation, under in alleged 
authori ty in the inspector Oenerel Ad of 1978, P L. 95-452, 92 Star 1102 (codified as amended 
at 5 U.S.C. App. 3 } 1 at seq.), as amended by the Financial InstimtioB Reform Recovery and 
Enforcem ent Act of 1989, P.L. 101-73, 103 Star. 393. Jurisdiction is proper under 28 U.S.C. 
1331 (1988) and 12 U.S.C. ( 1441a 0X1) (1991 Supp.). 

14. Venue is proper within this district because Rote's principal office is in 
Rn xfr Arkansas. »«««"«* the audits and investigation are being conducted in Little 
Arkansas, because the witnesses with knowledge about Ron's documents are in Little 
Arkansas, and because all of the pages of documents sought, literally millions, are located in 
Little Rock. Arkansas. 

THE PLAINTIFF 

15. Rote is a Little Rock. Arkansas law firm. Its address is 120 East Fourth Street, 
Little Rock, Arkansas 72201. Although the vist majority of Rose's clients ire private citizens 
and corporations, the Firm also has a long ind distinguished history of service as a contractor 
te the United States government. Rose has successfully represented the Federal Savings A Loan 
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did for etch of (how clients. At the same time, (be IG/RTC acknowledges the sttorney-ctiem 
privilege prevents Rose from producing much of that information. 

7. The Inspector General's demand is grossly overbroad. The prior investigations 
by the RTC and the FDIC have identified potential conflicts with only s handful of Rose’s other 
clients. Although the IG/RTC has no articulable suspicion that Rose possessed a conflict of 
interest with respect to any other clients, it baa asked for a list of every one of Rose's ocher 
clients. 

8. Rose is constrained from providing such a list by its ethical dudes to protect the 
confidences of its clients. Further. Rose is compelled to protect the privacy interests of its 
clients. 

9. Rose attempted in good faith to negotiate with the IG/RTC to provide it with the 
requested in formation while protecting the confidencw and privacy of Row's clients. The 
IG/RTC reftusd to narrow its request or to explain why (fan Information it sods is relevant. 

10. Row also asked the IG/RTC to identify the statutory authority forits broad-beami 
de now investigation. The Inspector General refused to identify the source of its authority, 
other than to referen c e vaguely the Inspector General Act of 1978. That Act. however, 
expressly prohibits the IG/RTC (Tom conducting the RTC’s program operating responsibilities. 
The Inspector General has refined Rose’s requests that it identify other statutory provisions that 
authorize this investigation. 

11. On April 10. 1994, the Inspector General for the RTC served e subpoena-the 
RTC’s third subpoena to Rote-demanding "(ajny documents listing the names of any individual, 
partnership, corporation, association or other person or entity, to whom the Row Law Finn . 

. . provided legal s ervic es . . . from January l, 198S through April 15, 1994.’ Although the 
subpoena’s brood reach would encompass millions of papa of paper, the subpoena allows Row 
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2. Though Row primarily lervw non-governmental entities, for years Rose has 
successfully represented federal banking agencies in their capacities as receivers and conservators 
of failed financial institutions. The RTC has previously referred to Rose as among the most 
effective and cost efficient of its hundreds of legal contractors. 

3. Over the last several months Rose has been notified of several federal 
investigations. In many instances these investigations have been overlapping and duplicative. 
Rose has consistently cooperated with those investigations and has responded to all reasonable 
requests. 

4. Those investigations have included numerous demands upon Rose for information 
In the form of administrative subpoenas or informal requests. In particular, the Inspectors 
General for the FDIC and RTC each subpoenaed Rote for information in March 1994. The 
Independent Counsel and RTC each subpoenaed Rose in February 1994. Hie IG/RTC’s most 
recent subpoena of April 18, 1994, marks the fifth subpoena Rose has received. 

5. The FDIC and RTC have each completed conflicts investigations. Neither of 
them found that Rose breached any applicable rules regarding conflicts of interest. Most of the 
subsequent agency inquiries are plainly a reaction to comments made during a U.S. Senate 
Banking Committee hearing on February 24, 1994. 

6. As pan of its current conflicts investigation, the Inspector Geoend for the RTC 
has repeatedly requested Rose to compile a list of every client it has served since 1985-more 
than four years before the RTC even was created. Rose estimates that the list would include 
thousands of clients. Despite the inmssiveness of that demand into the affairs of Rose and all 
of its clients and the burden of preparing such a list, the Inspector General has refused to explain 
how that list is relevant to its investigation. On its face, the list of clients will not inform the 
IG/RTC whether there ever was a conflict. Rather, the IG/RTC would need to know what Rose 
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IN THE UNITED STATES DISTRICT COURT 




FOR THE EASTERN DISTRICT OF ARKANSAS , 

WESTERN DIVISION 26 J^4 


ROSE LAW FIRM, 

A PROFESSIONAL ASSOCIATION, 

Plaintiff, 

versus 

RESOLUTION TRUST CORPORATION. 
AND OFFICE OF INSPECTOR GENERAL. 
RESOLUTION TRUST CORPORATION, 

Defendants. 
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Civil Action H U& 94-261 



COMPLAINT FOR DECLARATORY 

JUDGMENT AND INJUNCTTVE MT.TCT 
Plaintiff Rote Law Finn, a Professional Association fRose"), filet this Complaint for 
Declaratory Judgment and Injunctive Relief against Defendants the Resolution Tnm Corporation 
(•RTC") and the Office of Inspector General, Resolution Trust Corporation ("IG/RTC") and 
would respectfully show this Court 

INTRODUCTION 

l. This complaint seeks declaratory and injunctive relief arising out of a review by 
the IG/RTC into potential conflicts of interest on the pan of Rose in co nne c tion with its past 
representation of the RTC. Recently, the IG/RTC has requested information that potentially 
involves privileged matters that even the IG/RTC concedes could never be disclosed by Rose. 
Thus far, while Rose has cooperated folly with all investigative efforts by IG/RTC and other 
governmental authorities it has done so in a manner that protects folly the confidentiality of 
client information. However, because the information sought is privileged and burdensome to 
produce, and because the IG/RTC’s investigation has exceeded it* statutory authority, Rose now 
seeks relief in this Court. 
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[To be added as paragraph 5 to Section VII (B) of the Master Delegations of Authority] 

5. Pursuant to the authority vested in the CEO by the Resolution Trust 

Corporation Refinancing, Restructuring, and Improvement Act of 1991, Pub.L. No. 102*233, 
and the Resolution Trust Corporation Completion Act of 1993, Pub.L. No. 103-204, 
authority is hereby delegated by the CEO to the Inspector General or designees to initiate, 
conduct, defend, settle or otherwise compromise litigation or other legal proceedings 
concerning the issuance, enforcement or defense of subpoenas issued by the Office of the 
Inspector General or otherwise relating to the power or authority of the Inspector General 
pursuant to the Inspector General Act of 1978, as amended. y 
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John E. Ryan, Chief Executive Officer 
May 4, 1994 
Page 3 
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and the inability to obtain the requested information is hampering our 
investigation. 

Attachments 

cc: Ellen B. Kulka, General Counsel, RTC 

Patricia M. Black, Counsel to the Inspector General 
Steven A. Switzer, Deputy Inspector General 
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John E. Ryan, Chief Executive Officer 
May 4, 1994 
Page 2 


The Master Delegations of Authority delegate to the Senior Vice President and 
General Counsel or designees "...the authority to initiate, conduct, defend, settle 
or otherwise compromise litigation or other legal proceedings in which the 
Corporation is a party in any one or more of its capacities, within the limitations 
as to amounts indicated on Appendices VKA.l and VIIA.2." Section 
VII(B)(2)(b), Master Delegations of Authority of the Resolution Trust 
Corporation, CEO Resolution 92-CEO-3, February 1, 1992. The Master 
Delegations of Authority currently do not distinguish actions involving the Office 
of Inspector General from other actions involving the Corporation. 

Under the Inspector General Act of 1978, as amended, the Inspector General is 
authorized to issue subpoenas duces tecum which, "...in the case of contumacy or 
refusal to obey, shall be enforceable by order of any appropriate United States 
district court....* 5 U.S.C.App. 3, at §6(a)(4). The power to enforce a 
subpoena is clearly ancillary to the power to issue it in the first place. The 
Inspector General Act expressly prohibits the head of an establishment or his 
subordinates from preventing or prohibiting the Inspector General from 
"...initiating, carrying out or completing any audit or investigation or from 
issuing any subpoena during the course of any audit or investigation." Id., at 
§3(a). 

The controversies in the Rose Law Firm suit, as well as any other litigation 
associated with the enforcement or defense of a subpoena issued by the OIG, 
relate to the statutory power and authority of the Office of Inspector General 
under the Inspector General Act. This area of the law is of unique concern to 
our office because of the ramifications of these cases to our statutory 
independence. As such, litigation relating to the enforcement of subpoenas issued 
under the Inspector General Act should be wholly within the province of the OIG. 
In fact, in ordinary circumstances, we work directly with the Department of 
Justice in subpoena enforcement cases, in both pleading and arguing before the 
courts. 

In addition, in his particular case, the investigation potentially involves the 
interaction of the Legal Division with a law firm hired to represent the RTC. 
Involvement of the RTC Legal Division in this lawsuit would, we believe, subject 
the Corporation to allegations of conflict of interest. 

Accordingly, attached is a delegation of authority which would enable my office 
to handle this litigation directly. My counsel has briefly discussed this matter 
with General Counsel Ellen Kulka, and the two of them have scheduled further 
discussions tomorrow afternoon. It is important that this delegation be made 
promptly, as the time period for responding to the Rose Law Firm suit is brief, 
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CLH ? rO 

OFFICE OF 

INSPECTOR 

GENERAL 


RESOLUTION TRUST 
CORPORATION 


DATE: May 4, 1994 


MEMORANDUM TO: John E. Ryan 

Deputy and Acting 
Chief Executive Officer 


FROM: 



Inspector General 


SUBJECT: Delegation of Authority to Enforce Subpoenas 

Issued by the Inspector General 


The Resolution Trust Corporation and, specifically, the Office of Inspector 
General (OIG), are named defendants in a suit filed by the Rose Law Firm in the 
U.S. District Court for the Eastern District of Arkansas, Western Division, 
seeking a declaratory judgment that an investigation being conducted by the OIG 
is unlawful and a permanent injunction against enforcement by the OIG of a 
subpoena issued by the Inspector General in support of the investigation. A copy 
of the complaint is attached for your information. 

Litigation of actions involving the enforcement of subpoenas issued under the 
Inspector General Act of 1978, as amended, ordinarily are handled exclusively by 
the Department of Justice pursuant to its authority to conduct litigation on behalf 
of the United States. 28 U.S.C. § 516. The Department of Justice has informed 
us that it is not appropriate for the Department to undertake the representation of 
OIG in this case given its recent employment of former Rose Law Firm partner 
Webster L. Hubbell. The Office of the Independent Counsel has declined to 
represent the OIG on the basis that it lacks jurisdiction over the issue in dispute. 
The Office of the United States Attorney for the Eastern District of Arkansas in 
its entirety recused itself from cases associated with the Whitewater investigation. 
At this point, it would seem that the best course is to handle the matter under the 
independent litigation authority of the RTC. 


1735 N. I 
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CERTIFICATE OF SERVICE 

I hereby certify that I have caused true ana correct cocies of the 

f oregomg Plaintiffs Complaint ana Emergency Motion For Expedited Briefing 

Schedule to Resolve Summary Judgment Motion to oe served on the following 

parties, on this 11th day of May. 1994 

Mr. Jonathan Fiechter 
Acting Director 
Office of Thrift Supervision 
1700 G Street. N.W. 

Washington. D C. 20552 

Mr. John E. Ryan 
Deputy Chief Executive Officer 
Resolution Trust Corporation 
15th & Pennsylvania Avenue. N.W. 

Washington. D C. 20220 

The Honorable Janet Reno 
Attorney General of the United States 
U.S. Department of Justice 
10th & Pennsylvania Avenue. N.W 
Washington. D C. 20530 

Eric Holder, Esq. 

United States Attorney 
555 Fourth Street. N.W. 

Washington. D C. 20001 



Jackson R. Sharman III 
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JUkkjfeto jBtftcirf <8ourt 


mtrn4+*mrnk 



• aancK-g g am arjca qohsbit to trim. 

BBEPRg a mma aaa mmsiBMa grog 


Ih aooor danoa vith the provisions of Title 28 > U.8.C. Section 
36(e), yoa arts hereby notified tbat tte miltsl Statas Mag is tr a ls 
JMgas of this District court, in 'addition to thsir other duties, 
open tbs ooossnt of all parties ia a civil ease, »y co n duc t jany or 
all proceedings in a civil ease, including a jury or no n jur y trials 
and cedar the entry of a final judgment. 

You. should bs aware that y ou r decision to consent, or not to 
oo psut , to the referral of yoor case to a Itaitad States Mag is t ra te 
JUdge nnst be entirely voluntary* only if all tha parti es to the 
pass consent to the reference to a Magistrate JUdge sill either the 
JUdge or ‘the Magistrate JUdge to ebon the case has been assign ed be 
inform e d of yoor decision* 


in appeal from a j u d g me nt entered by a Magistrate JUdge nay be 
taken directly to the united S t a t e s Court* of* Appeals for this 
judicial circuit in* the same manner as an appeal f ro m any other 
judgment of a District Co u r t * Alternatively, upon consent of all 
parties, an appeal from a j udgm e nt en t e red fay a Magi s tr a t e Judge 
nay be taken directly to a District .judge* cases in which an 
ap pe a l is taken to a District Judge My be rev i e w ed by the united 
•States co urt of appeals for this judicial circuit only fay way of 
petition for leave to appeal* 


KAMCX MAZZR-MBZZTZlIGXOir 
cleric of Co u r t 


CD942A 
Rev. 2/93 
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^ntirb States iBistrict Court 

DISTRICT OF COLUMBIA 


JAMES A. LEACH 

U.S. House of Representatives 
Washington, D.C. 20515 

RESOLUTION TRUST CORPORATION 
15th 6 Pennsylvania Ave., N.W. 
Washington, D.C. 20220 
and 

OFFICE OF THRIFT SUPERVISION 
1700 6 Street, N.W. 

Washington, D.C. 20552 


SUMMONS IN A CIVIL ACTION 

CASE NUMBER: 

94 1033 


TO: M MMN H ft — I— M l 

Resolution Trust Corporation 
15th A Pennsylvania Ave., N.W. 
Washington, D.C. 20220 
Attn: John E. Ryan 

Deputy Chief Executive Officer 




YOU ARE HEREBY SUMMONED and required to file with the Cleft of this Court and serve upon 


PLAINTIFF'S ATTOSNCV Mm mm mmmm 
Bobby R. Burchfield 
Jackson R. Sharman III 
COVINGTON & BURLING 
1201 Pennsylvania Ave. , N.W. 
P.O. Box 7566 

Washington, D.C. 20044-7566 


an answer to the complaint which is he rew it h served upon you. within * days after service of 

this summons upon you. exciusiv.i of the day of service. If you fail to do so. judgment by default will be taken 
against you for the relief demandeo in the complaint. 


NANCY MAYER-VVHITTINGTON 

c3NK 


II 1994 
o!fI 


/*rxs 



5386 




JUhk^tatia JidrWfflourt 



- Micg.of rxcht to floaaar ™ ™m. 
bbeobe a man anaaa jppcb 


Xb aooonUnot vith the provisions of Tltlo 28> S.S.C. section 
836(c), JOB asm limbf notifiad tbat the Obitod Stxtas ItegistEitB 
Mgos of this District co u r t , in' addition to tbair odwr dntiae, 
upon tte co nsent of aU partiim 4a a dvil oast, nay con duct «a»nr or 
all peoo— dingo In a civil cbm. Inn! tiding a jury or no nj toe y trial, 
and cedar tba e n tr y of a final jodgaantu 


You, should bn aware that y o ur decision to 
to the referral of y o ur < 

ba entirely voluntary* Only If all the parties to the 
; to the refocuses to a Magistrate Jbdra trill either the 


JUdge or ‘the Magistrate JUdge to whoa the ease has b e e n assign ed be 
inf oread of your decision. 


An appeal from a judgment entered by a Magistrate Judge nay ba 
taken directly to the united States court* of* Appeals for this 
judicial circuit In* the sane earner as an appeal tree any other 
judgnent of a District Co urt . Alternatively, upon consent of all 
parties, an appeal free a judgnen t entered by a Magi s tr a t e Judge 
nay be taken directly to a District .judge* Cas a s In vhlch an 
appeal is taken to a District Judge May be revi e wed by the suited 
•States court of Appeals for this judicial circuit only by nay of 
petition for leave to a p pe a l. 


MAMCX MATER-WHITTIHGTOW 
Cleric of Court 


C0942A 
Rev. 2/93 
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This schedule recognizes the urgency of Plaintiffs request. It also takes 
into account that Plaintiff has been seeking these documents for six months, and 
Defendants are fully aware of Plaintiffs claims. In view of the important public 
interests at issue, prompt resolution of this matter is, we respectfully submit, 
imperative. 


CONCLUSION 

For the reasons previously stated, Plaintiff James A. Leach respectfully 
urges this Court to enter the proposed Order setting forth an expedited briefing 
schedule for resolution of this case. 


Respectfully submitted, 



nfield T 


Bobby R. Burchfield 


(D.C. Bar No. 289124) 
Jackson R. Sharman III 


(D.C. Bar No. 428799) 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
P.O. Box 7566 
Washington, D.C. 20044 


Attorneys for the Plaintiff 


DATED: May 11, 1994 
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Defendants - is entitled to request such documents. Not only does Defendants’ 
position depart from their well-settled custom of cooperating with the Ranking Minority 
Member, it also neglects the obligation of the Ranking Minority Member to fulfill his 
oversight responsibilities even when senior Administration officials are implicated in 
wrongdoing. 

Therefore, immediate access to the requested documents is essential 
for the proper performance by Plaintiff of his oversight responsibilities pursuant to 
FIRREA and House Resolution No. 394. In this action. Plaintiff seeks the documents 
pursuant to the Freedom of Information Act, 5 U.S.C. § 552(b) ("FOIA"), the 
Administrative Procedure Act, 5 U.S.C. § 706 ("APA"), and the Financial Institutions 
Reform, Recovery, and Enforcement Act of 1989, 12 U.S.C. § 1441a(k). 

Accordingly, Plaintiff respectfully urges this Court to enter the briefing 
schedule set forth in the attached proposed Order so that this matter may be 
resolved as promptly as possible. The proposed briefing schedule is as follows: 

May 16, 1944 Plaintiffs Motion for Summary Judgment 

and Supporting Memorandum 

May 23 t 1994 Defendants' Opposition to Motion for 

Summary Judgment 

May 26, 1994 Plaintiffs Reply Memorandum in Further 

Support of Summary Judgment Motion 

May 27, 1994 Argument on Summary Judgment Motion 

(or as soon as this 

Court's schedule permits) 





Madison Guaranty Savings & Loan Association of Little Rock. Arkansas ("Madison 
Guaranty") from Defendants, but they have declined to produce any such documents 
other than those available to the general public pursuant to the Freedom of 
Information Act. Madison Guaranty, which failed at a cost to taxpayers of 
approximately $67 million, has come under intense scrutiny in recent months because 
of potential conflicts of interest and alleged diversion of funds for political or other 
improper purposes. Allegations have also been raised concerning regulatory delays 
in closing Madison Guaranty. 

Based upon these and other alleged irregularities, both the Senate and 
the House of Representatives have voted to investigate and hold hearings regarding 
Madison Guaranty. Moreover, the Federal Home Loan Bank Act, as amended by the 
Financial Institutions Reform and Recovery Act ("FIRREA"), requires the Committee 
to hold an oversight hearing within thirty (30) days of receiving each semi-annual 
report from the RTC. 12 U.S.C. §1441a(k))6). The RTC's most recent semi-annual 
report was submitted on April 29, 1994; the statutorily mandated hearing must 
therefore occur no later than May 31, 1994. The status of the RTC’s investigation 
into the circumstances surrounding the failure of Madison Guaranty will be a subject 
of that hearing. 1 ' 

Defendants have refused to make available the requested documents on 
the ground that only the majority party in Congress - which also controls 

- Although the Chairman of the Committee unilaterally cancelled the required 
hearing on the RTC’s November 1. 1993 semi-annual report. Plaintiff is confident that 
the Committee will comply with the law and hold hearings on the RTC’s most recent 
report. 


/*9/0 
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IN THE 

UNITED STATES DISTRICT COURT FOR 
THE DISTRICT OF COLUMBIA 


JAMES A. LEACH. 

Plaintiff. 

v. 

RESOLUTION TRUST CORPORATION 
and 

OFFICE OF THRIFT SUPERVISION, 
Defendants. 


EMERGENCY MOTION FOR EXPEDITED BRIEFING SCHEDULE 
TO RESOLVE SUMMARY JUDGMENT MOTION 


Plaintiff James A. Leach, in his capacity as the Ranking Minority 
Member of the Committee on Banking, Finance and Urban Affairs of the United 
States House of Representatives ("the Committee"), hereby moves for entry of an 
expedited schedule for briefing his motion for summary judgment. Plaintiffs 
complaint is being filed simultaneously with this motion. 

As set forth in more detail in the Complaint, Defendants Resolution 
Trust Corporation ("RTC") and the Office of Thrift Supervision ("OTS") are within the 
oversight responsibilities imposed upon Plaintiff and the Committee by the United 
States Constitution, statute, and the Rules of the United States House of 
Representatives. For over six months, Plaintiff has sought documents pertaining to 


) 

) Civ. No. 

) 

) 
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(d) . Awarding Plaintiff such other and further relief as this Court 

deems equitable, just, and proper. 

Respectfully submitted. 



(D.C. Bar No. 289124) 

Jackson R. Sharman III 
(D.C. Bar No. 428799) 
Covington & Burling 
1201 Pennsylvania Avenue, N.W. 
P. 0. Box 7566 
Washington, D.C. 20044 


DATED: May 11, 1994 
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56 


WHITEWATER/MADISON: RECUSAL 


QUfiSliQIi: 

Secretary Altman, why have you failed to recuse yourself thus far from the RTC's 
work relating to Madison Guaranty? How many discussions have you had 
concerning Madison and related matters? 


Anwar: 


U Vff 
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57 

WHITEWATER/MADISON: TREASURY INVOLVEMENT 
Question : 

Have any other officials of the Treasury Department been involved in any 
substantive discussions relating to the RTC's handling of Madison or related 
matters? 


Answer : 

• It is my understanding that any other involvement by Treasury personnel has been 
solely with respect to the process being followed and has not dealt with substantive 
issues. 


/&7V5 
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58 

WHITEWATER/MADISON: CONVERSATIONS WITH WHITE HOUSE 
Question : 

Secretary Altman, have you or any other Treasury officials held any conversations 
with the White House concerning this matter? 

Answer: 


/Z7Vl> 



5287 


59 

WHITEWATER/MADISON: JUSTICE DEPARTMENT 

Question: 

Has the Justice Department told the RTC what it can and cannot tell the Congress 
in matters relating to Madison County? 


Answer: 

• .Consistent with past practices, the RTC has discussed the release of information 
that the Justice Department believes may hamper or affect its investigation of 
matters in which the RTC has information or an interest. 


A27V7 
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WHITEWATER/MADISON: ROSE LAW FIRM 


Question : 

Secretary Altman, has the RTC investigated the Rose law firm and whether or not it 
correctly represented possible conflicts when soliciting business with the RTC? 

Have you recused yourself from this matter? 


Answer 

e The FDIC, as exclusive agent for FSLIC, was the original conservator of Madison 
and, as such, retained the Rose law firm. I understand that the FDIC has 
investigated the circumstances arising out of that relationship and has released a 
report. We have been apprised of the contents and conclusions contained in it and 
hava no information which would lead us to a different conclusion. 


U7VZ 



WHITEWATER/MADISON: INDEPENDENT COUNSEL 


Question: 

Secretary Altman, has the RTC been in contact with the Independent Counsel 
Robert Fiske? Have you participated in these conversations? 


Answer: 

• I understand that there have been several telephone conversations with Mr. Fiske 
and his staff and members of RTC's Legal staff. I have participated in no such 
discussions. 


/Z7yf 
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WHITEWATER/MADISON: CONGRESSIONAL REQUESTS FOR INFORMATION 


Question : 

Why has the RTC taken the position that an individual member of Congress only has 
the standing of an average citizen when making requests of the agency for 
information? Isn't it true that there is a certain amount of flexibility in interpreting 
the law regarding this question? Mr. Altman, were you involved in this decision? 
Were any other Treasury officials involved in this decision? 


Answer: 

• The RTC has taken the position that requests for information from individual 
Members of Congress have the same standing as FOIA requests and are subject to 
the same exceptions. There is no credible legal theory or authority to the effect that 
the law is otherwise. 

e Providing privileged information to an individual Member of Congress would likely 
waive all applicable privileges and could also result in other violations of FOIA. 

• Our position is consistent with that of other agencies and of the Department of 
Justice. 

e We are most concerned that we take no steps which would impair our ability to 
carry out our responsibilities or violate relevant law. 

• At the same time, we have provided individual Members of Congress with 
significant amounts of documentation and information within the limitations which I 
have described and we will continue to cooperate to the fullest extent possible. 

• The decisions made with respect to information which may appropriately be shared 
have been made by the staff of the RTC in accordance with normal procedures. 


/Z7SO 
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WHITEWATER/MADISON: CONGRESSIONAL REQUEST FOR INFORMATION 

Question: 

Why is the RTC refusing to provide information about Madison and Whitewater to 
this Committee? 


Answer: 

• At the present time the RTC is cooperating with the investigations by 

individual members (Rep. Leach/Sen. D'Amato) to the fullest extent possible 
under the law. 


Question : 

Haven't you refused to provide specific information to Members of 'the Committee 
(Rep. Leach/Sen. D'Amato) and their staffs which they have advised you is 
extremely important to their carrying out of their duties? 


Answer: 

• Absent a request from the Committee, the RTC is limited with respect to for 
general areas: 

(a) Information regarding the personal and corporate financial records in it 
possession; 

(b) Information relating to criminal investigations; 

(c) Information which is privileged; and 

(d) Material relating to possible civil litigation. 


!Z7S~l 
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WHITEWATER/MADISON: CONGRESSIONAL REQUEST FOR INFORMATION 


Follow up : 

As a Committee Member (Minority Member) and as a participant in this hearing, i 
am formally requesting that you supply the material previously requested (by Rep. 
Leach/Sen. D' Amato). 


Answer: 

In order to change this approach, the RTC needs clarification from the Chair as to 
whether a request during the hearing from an individual member constitutes a formal 
request by the Committee as part of this hearing on the Thrift Depositor Protection 
Oversight Board. 


Follow up : 

As the Chairman of this Committee (Chairman Riegle/Chairman Gonzalez), I am 
requesting that you provide the information requested to the majority and minority 
staffs of this Committee. ' 


Baaponw 

The RTC, in addition to its obligations to comply with law is deeply concerned about 
the providing of information which could have a negative impact on its investigation 
or litigation of any matter. Furthermore, the Justice Department has already 
requested that with respect to Madison, we make no information available about 
criminal referrals without Its consent. 


EflllQWUP: 

I insist. 
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WHITEWATER/MADISON: CONGRESSIONAL REQUEST FOR INFORMATION 


RMpflQSfl: 

Alternative A: 

May I reiterate our concerns about possible negative affects on our investigation. 
However, since the Committee is making a formal request, I request on behalf of the 
RTC that appropriate safeguards be implemented after consultation with the staff of 
the Committee to protect the confidentiality of information and to preserve the 
privileged nature of any information disclosed. Furthermore, the RTC will consult 
with the independent counsel to advise the Committee of its position on the impact 
on the independent counsel's investigation before providing any information. 

Alternative B: 

Mr. Chairman, the RTC will respond as to its position on this request expeditiously 
after consultation with the independent counsel. 


Background: 


• The RTC has previously provided privileged information to Congressional 
Committees with safeguards such as a promise of confidentiality or under a 
threat of subpoena which protects the agency from a claim that its privileges 
have been waived by disclosure to Congress. For example, the RTC has 
disclosed: 

e information regarding Southwest Savings litigation to Senate Banking 
under a promise of confidentiality; 

• Information regarding Homefed to House Banking under threat of 
subpoena; and 

e certain authority to sue memoranda to the House Subcommittee on 
Civil Service under a promise of confidentiality by the Chairman of the 
Subcommittee, after the original request by Congresswoman Schroeder 
for such information was declined. 

e In the absence of such safeguards the RTC would have to consider all its 
options to include executive privileges in order to avoid jeopardizing its 
statutory obligations. 


/ 27^3 
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WHITEWATER/MADISON: CRIMINAL REFERRALS 
Question : 

How many criminal referrals were made by the RTC relating to Madison? When 
were they made? Could you provide a copy of these referrals to the committee? 


Answer: 

• It Is the policy of the RTC not to discuss criminal referrals. 

• All questions concerning criminal investigations should be directed to the Justice 
Department, and in the case of Madison to the Independent Counsel Robert. Fiske. 


/2 7S-^ 
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WHITEWATER/MADISON: CIVIL ACTIONS 


QuMtton: 

Why has it been almost five years since Madison failed and no civil action has been 
taken while many criminal referrals have been made? 


Answer ; 

• While an in-depth response concerning the actions taken by the RTC in connection 

with Madison must await a later date, let me provide you with a review of 

significant events: 

• The original statute of limitations for Madison civil claims expired on the 
three-year anniversary of the appointment of a receiver in early 1992. 

• Before that point, there was a civil claim pursued first by FDIC and then the 
RTC against Madison's former auditors; this case was originally filed by 
Madison prior to its failure and was successfully settled. Certain other 
litigation was also pursued. 

• Despite the fact the statute of limitations for civil claims had expired early in 
1992, the RTC has continued to assess Madison, as well as other institutions 
as to whether criminal referrals should be made since the limitations period for 
criminal charges is longer. 

• It was only the middle of December 1993, with the enactment of the RTC 
Completion Act, that the statute of limitations was renewed with respect to a 
limited class of civil actions. 

• As part of the recently enacted California Earthquake relief bill. Congress 
extended the statute of limitations which would otherwise have expired 
institution by institution on dates from early in 1994 onward, to December 31, 
1995. 


/Z 7S~J~~ 



WHITEWATER/MADISON: CIVIL SUIT 


Question : 

Secretary Altman, last year you sent a letter to this committee indicating that the 
RTC had never missed a statute of limitations deadline, and that therefore an 
extension of the statutes was not necessary. Apparently no civil suits against 
directors, officers, or law firms involved with Madison were brought. Does this 
mean that the Madison situation was reviewed and that a decision was made at 
some point in the past that a suit would not be brought? When was this decision 
made? 


Answer : 

• For all the reasons described above, it is not appropriate to discuss an individual 
case at this time. 


/27S~(* 
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Office of Thrift Supervision 
Department of the Treasury 

1 700 G Some. N W . Wuhmston. DC 20552 • *202) 906*590 


February 8, 1994 


The Honorable James A. Leach 
Ranking Minority Member 
Committee on Banking, Finance, 
and Urban Affairs 

United States House of Representatives 
Washington, 0 . c. 20515 

Dear Congressman Leach: 

I am writing both in response to your letter of February 
4, 1994, and to follow up on our previous correspondence and on 
communications between our respective staffs over the past 
several weeks. 

On December 9, 1993, you requested access to all 
documents related to Madison Guaranty Savings and Loan and its 
subsidiaries. I responded on December 22 noting a number of 
concerns about the confidential or privileged nature of 
categories of documents, including supervisory and examination 
materials that we release only in very limited circumstances. 

As you know, it is the long-standing policy of OTS and the 
other banking agencies to protect the confidentiality of 
sensitive information concerning insured institutions. I 
suggested our staffs review the categories of documents in 
which you had expressed an interest. 

Over the next weeks, OTS staff compiled the information 
you requested and prepared an index of the file folders on 
Madison Guaranty that were in our Dallas office. We supplied 
your staff with copies of certain publicly available documents 
responsive to your request as well as the index. 

Your staff then reviewed the index and identified 
several file folders in which they had an interest, while a 
substantial number of documents remained in issue, we 
appreciated your staff's effort to refine the request. 

On further review of the file folders requested, we 
explained to your staff that many contained documents that 
were, in whole or in part, confidential or privileged. Your 

Ws-g 
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Honorable James A. Leach 
Page 2 


staff took the position that an information request from a 
ranking minority member was entitled to the same treatment as 
a request from a committee or a committee chairman. Your staff 
offered to provide a legal memorandum explaining their 
position , and asked that ve not make any determinations on the 
release of documents until ve had reviewed it. On January 26 , 
ve received that memorandum. 

Our staff has reviewed that memorandum and the relevant 
authorities with care. Respectfully, ve have come to the 
conclusion that ve may only provide you with those documents 
within the first category of documents described in my December 
22 letter. Specifically, ve differ with the view that Rules X 
and XI of the House of Representatives grant to a ranking 
minority member (or any individual member) the same authority 
to request information that a committee or a committee chairman 
possesses. While these rules provide a certain degree of 
equality among the majority and minority, ve do not believe 
these rules delegate the Congress' investigative authority to 
individual Representatives. 

I regret .that we have been unable to be more 
accommodating to your request. We have given your request 
priority treatment and have been reviewing the documents 
covered by the index to determine which additional documents, 
or portions of documents, may be made publicly available, and 
ve will provide these to you as ve make those determinations. 

Sincerely, 

/- 

Jonathan L. Fiechter 

Acting Director 


/ 2 7S9 
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United States Senate 

COMMITTEE ON RANKING. HOUSING. AND 
URBAN ATTAINS 

WASHINGTON. DC 20S10-R07B 

REPUBLICAN STAFF FAX COVER SHEET 
TOt Peter Knight 

FAXit 416 4690 

FROM: Howard Menell 

DATE* February 8. 1994 

NUMBER OF PAGES (INCLUDING THIS SHEET): 4 
COMMENTS) 

Please Deliver ASAP 

Please call (202)224-1572 if von have no t received all pages. 
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United States Senate 


* COMMITTEE ON BANKING. HOUSING. ANO 
URBAN AFFAIRS 

WASHINGTON. DC 20610-4075 


February 8 t 1994 


Mr. Roger Altman 
President Interim and 
Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street N.W., 
Washington, D.C. 20434 

Dear Mr. Altman: 


The RTC has acknowledged that the statute of limitations for any civil action 
arising from the failure of Madison Guaranty will run out on February 28. After 
February 28, the RTC will not be able to recover any more of the $47 million the 
taxpayers were forced to pay to close Madison. 

The RTC took over Madison in 1989. Presumably, the RTC has thorough 
knowledge of the institution, the reasons for its failures and the individuals and 
activities that contributed to its demise. The RTC made a criminal referral to the 
Justice Department perhaps as early as October, 1992 based on its extensive 
information and investigation. 

The KTC’s inaction on the civil side is therefore even more disturbing. With 
the civil statute of limitations about to run out, the RTC must take action 
immediately. Unless the RTC takes actions, the rights of the American people to 
justice and financial recovery will be forfeited to a legal technicality. 

Your February 1 letter offered assurances "that the Resolution Trust 
Corporation is conducting a thorough review of the potential civil claims it possesses 
as a result of the failure of Madison." Moreover, you stated that the RTC "will 
vigorously pursue all appropriate remedies using standard procedures in such cases, 
which could include seeking agreements to toll the statute of limitations." 

Beyond this general response, we are seeking specific answers to the following 
questions: 


♦ What is the RTC doing to obtain voluntary agreements to extend the 
statute of limitations from all potential defendants in the 
Madison/Whitewater matter beyond February 28, 1994? 


/ 2-7 to! 
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♦ In the event the RTC cannot obtain tolling agreements, will the RTC 
file appropriate civil claims against all individuals whom the RTC has 
reasonable cause to believe may bo liable to the United States prior to 
February 28, thereby tolling the statute and allowing time for 
refinements to the original complaint? 

♦ Will the RTC provide us with a complete roport on the status and 
scope of its "thorough review" as soon as possible? 


Time is of the essence. The RTC has had years to investigate Madison 
Guaranty; it should have complete knowledge of the situation and adequate legal 
foundation for any civil suits. It has only weeks left to act and it should do so 
without further delay. 

We must respectfully request that you respond fully and promptly to this 

letter. 



/Z7i2- 
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federal deposit .nsuhance corporation. 




Zr the chairman 


Kr/'.cr ib'-i Al terse M . L' Amato 

H a r. .< i r.g M i r*.c r \ t y Menbe r 

Co mm .nee c or. Banking, iious:::; 

an;: Urban. Affairs 
United dtates Senate 
Was.- mgr.cn. D.C. 20510 

Tear Senator D' Amato: 

Ac me confirmation hear::;! on F- ;iy i . :;-?a you 

asked about the reasonableness j f :iv se t o * e~er r netwee 

Madison Juavar.ty Savings and L - -tr. ''1 A..u.sc, Arkansss md - - 
accounting firm. Frost ar.d Ccr.ru;y Thit sect Lener.r was 
approved by the Resolution 7ru.;“ . i m. ■' me re?.*:' •. 

Cep os it I r.Su i i::ca Corpora t icr; The : • : t : . v- . : < . mr . ■ • . . e 

more apcrcpr late ly directed t: me =77 


Nevertr.fi less, to assist ... you: y. . r ; me i mm 

issue with the FDIC Legal Divm.on Tivmmn sea:': ; 

advised me chat, while Mad i sc:; J-uara:/ . cad originally sough 
SIC -illicn in actual' damages, sufcse n.e: c RTC analyses calcu 
lated the losses between $5 and $7 million. The cr.iy ass-, 
available to pay this claim was a 1 : million insurance pm : : 
backed by Crum and Forster. Based m smrdarh settlement 
analysis technique, utilizing pro] e ;t i : \a for prcoacility r: 
success, cost of litigation, present /ai io cf ~rney Ar.d the 
fact that the insurance funds would :e :-Juc-:i r y m.e mat • 
defense, FDIC staff believe tha- r 71- Mi lien settlement 
fails within the range of reason. *L l-:.«=ss . 

I hope that this inforrrac : *;n pm.es nelpf u 1 . If I can 
be of further assistance, please le~ •:-» ci'-w 



SCC- tUeyx, K'^tka— 
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PROFILE *: 93-123551 

RT- 1 2757 RT- 1 2462 
cc: •'"Mr. Ryan 

Standard Distribution 
Ms. Kulka 
Mr. Binkley 
Ms. Svevar 
Mr. Collishaw 
Ms. Kuiper 
Ms. O'Brien 

February 7, 1994 

The Honorable Jim Leach 
Ranking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 
House of Representatives 
Washington, D.C. 20515 

Dear Representative Leach: 

Interim CEO Altman has asked me to respond to your request for 
records pertaining to Madison Guaranty Savings and Loan contained 
in your letter of December 9, 1993. This response also pertains to 
the memorandum prepared by your staff entitled "Right of a Ranking 
Minority Member for Access to Agency Records," dated January 14, 
1994 (Memorandum) . 

The Memorandum was in response to concerns which RTC staff raised 
at a meeting with Mr. Joseph Seidel, Minority General Counsel, and 
other members of your staff, including whether you were making your 
request in your individual capacity or on behalf of a committee or 
subcommittee of the Congress. As you may know from our discussions 
with your staff, the RTC is concerned that disclosure of different 
categories of information could constitute a waiver of one or more 
privileges to which the agency is entitled, or result in the release 
of personal or corporate financial information in violation of 
Federal law. 

At the time we raised these concerns, your staff offered to supply 
us with a legal memorandum that would show that (1) you as the 
Ranking Minority Member had authority commensurate to a Committee 
Chairman's with regard to access to agency information; and (2) 
regardless of your standing, you had absolute access as a Member of 
Congress to any agency record. The RTC has reviewed the Memorandum 
and the relevant lav and authority. Despite our desire to cooperate 
with you, the agency must continue to take the position that a 
Ranking Minority Member has the authority of an individual Member 
of Congress and therefore may only obtain information that would be 
otherwise available to the public pursuant to the Freedom of 
Information Act. Moreover, the RTC believes that disclosing 
privileged information to you could raise questions of waiver and 
could detrimentally affect any further legal actions that may be 
contemplated regarding Madison. 

Notwithstanding the different conclusion the RTC has reached on this 
issue, we will continue to review the status of legal proceedings 
relating to Madison, and consider whether we can prudently disclose 

301 1 7th Shmut. MW WaNngton.OC. 20434 
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any additional information. We have thoroughly cooperated with your 
request providing thousands of pages of documents. We have also 
given your request the highest priority in order to respond in as 
timely a manner as possible. In the interim, ve will continue to 
work with your staff to make available to you as many records as 
possible within the limitations discussed above. 


Sincerely. 
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RTC 


ABSOLUTION TOUST CORPORATION 

Kesolvmc l he Crisis 
Restoring i he Confidence 


February 4 , 1994 


MEMORANDUM TO THE FILE 


FROM: 


Ellen B. Kulka 
General Counsel 


SUBJECT: Madison S&L 


These are the talking points for anyone authorized to discuss 
the Madison situation. Additional information should not be 
supplied unless it has been properly approved. While this is 
standard procedure, anyone authorized to speak should be aware that 
the discussions of any additional information could have an impact 
on the agency's legal position in any matters arising out of 
Madison. 


Attachment 


cc: Altman 

Hanson 
Ryan 
Dudine 
Katsanos 
Knight 
Hindes 


801 17th Shmt. N.W. warm g t on . O.C 20434 
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0-E 0 

Robert B. Fiske, Jr. 1 / * 

Independent Counsel 
Office of the Independent Counsel 
Two Financial Centre, Suite 134 
10825 Financial Centre Parkway 
Little Rock, Arkansas 72211 


February 4, 1994 


VIA FACSIMILE AND REGULAR MAIL 


Ellen B. Kulka, Esq. 

General Counsel 
Resolution Trust Corporation 
801 17th Street, N.W. 
Washington, D.C. 20434 

Dear Ms . Kulka : 




Confirming our telephone conversation of this afternoon, 
it would be helpful if you would send us a copy of the Purchase 
and Assumption Agreement referred to in your February 4 letter, 
as well as the specifics of every other situation in which you 
believe the Department of Justice has granted the RTC access to 
documents which the RTC or its acquiring institutions have 
produced pursuant to a grand jury subpoena. 

We will give prompt attention to your renewed request as 
soon as we receive this information. 



cc: Mr. John E. Ryan 

Acting Chief Executive Officer 


/Z.7 70 
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KADI SON GUARANTY SAVINGS ASSOCIATION 
TALKING POINTS 

:n February :s, 1989 Madison Guaranty was placed into 

conservatcrsnip with the FDIC as managing agent for the FSLIC. 

The FDIC was responsible for managing S&L's that failed in 
1989 until this function was transferred to the RTC upon its 
creation on August 9, 1989. 

2 . Congress decided that the statute of limitations in FIRREA did 
not provide enough time to address all potential claims. 

4. With the enactment of the RTC Completion Act on December 17, 
1993, the statute of limitations within which suit could be 
brought for certain kinds of claims was extended for an 
additional two-year period from the date when it had already 
expired. 

5. The claims to which the reopened statute of limitations apply 
are for civil fraud and intentional misconduct. 

6. Upon the enactment of the Completion Act, the RTC began 
reviewing institutions including Madison in situations where 
the reopened statute of limitations would expire shortly. 

7. In the case of Madison, if such claims do exist the RTC will 
vigorously pursue all appropriate remedies, with full 
awareness of the limited period available. 

8. The RTC's jurisdiction is solely as to civil claims. Any 
potential criminal matters are within the jurisdiction of the 
Justice Department. 


iTI On January 2 1 , the RTC received a letter dated January 10 
addressed to Interim CEO Altman (signed by Senators Dole, 
D' Amato, Press ler and Representatives Leach, Fish Michel, 
Clinger and Myers) that asked for response to an attached 
letter dated January 11 regarding tolling agreements. 

b. On January 25, Interim CEO Altman received a letter from 
Senator D' Amato asking about what actions the RTC has taken 
"to ensure that the applicable statute will not expire." 

c. The RTC responded on February 1. The response stated that 
review of potential civil claims is underway and that, if such 
claims do exist, RTC will vigorously pursue all appropriate 
remedies using standard procedures. 


/i 7t f 
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WASHINGTON. DC 20510-6075 


I >- 


January 10. 1994 


Mr. Roger Altman 
Acting Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street N.W. 

Washington. D.C. 20434 

Dear Mr. Altman: 

Enclosed please find a copy of a letter we sent today to Attorney General 
Reno. We would appreciate it if you would consider the request we made 
therein with respect to our concern that the running of the statute of 
limitations may prevent the final resolution of all allegations relating to 
Madison Guaranty Savings and Loan. 

Thank you. 




pi 

^ EOfG o«B.»r. E UT,o tiS 


.AH 


i U| 
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Sincerely, 
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DON ALOV. Rtf Cl E JR MICHIGAN CHAIRMAN 


Ml\J SARBANES. MARYLAND 
CIiRiSTORhER J COCO CONNECTICUT 
JiM SASSC* TrNNISSEE 
■'CHARD C SxElBV ALABAMA 
JOHN* «f»AV MASSACHUSETTS 
RICHARD H BRYAN rifvAOA 
BARBARA boxer California 
BIN NIGHTMORSE CAMRBUC COLORAOO 
CAROL mosi if v -B raun ulihOiS 
RATTY MURRAY. WASHINGTON 


ALIONSI M 0 AMATO NEW YORK 
RMIt CRAUW TEXAS 
CHRISYORMIR S BONO. MISSOURI 
CONNIE MACK HORlOA 
LAUCH KAIRCLOTH NORTH CAROLINA 
ROBERT E BENNETT UTAH 
WILLIAM V ROTH JR DELAWARE 
RETT V OOMiNia. NEW MEXICO 


STEVEN ■ HARRIS STAR* DIRECTOR AMO CHif* COUNSEL 
HOWARD A MENCU. REPUBLICAN STARK DIRECTOR 


lUnited States Senate 

COMMITTEE ON BANKING. HOUSING. ANO 
URBAN AFFAIRS 
WASHINGTON. DC 20510-6075 


January 11, 1994 


Honorable Janet Reno 
Attorney General 
U.S. Department of Justice 
Washington, D.C. 20530 


Dear Attorney General Reno: 

We regret that you have rejected Congressional requests to appoint a 
special counsel to examine the allegations of potential misconduct that have 
recently surfaced concerning Madison Guaranty Savings and Loan ("Madison") 
and the Whitewater Development Corporation ("Whitewater"). 

Of course, we express no opinion as to whether any of the allegations are, in 
fact, true. Nor do we express any view as to who may, or may not, be involved in 
any mis conduct. Nevertheless, we are writing to urge you to act immediately to 
seek agreements to toll the relevant civil and criminal statutes of limitations, 
which are now expiring. 

While we have our differences with you over whether to appoint a special 
counsel under your authority, or an independent counsel foUowing*reauthorization 
of the Independent Counsel Act, we trust that we are pursuing a common 
objective: a fair investigation conducted in an objective, impartial and 
independent fashion. The American people, the President, and Mrs. Clinton 
deserve nothing less. 

We are concerned, however, that the goal of fairness and the opportunity for 
the President and Mrs. Clinton to dispel any doubts about their lack of personal 
involvement in any of the alleged misconduct may be hampered by the frequent 
and unfortunate delays in this case. As you are aware, Madison failed and was 
taken over by the Resolution Trust Corporation in 1989; many of the allegations 
concerning Whitewater stem from the mid-1980s. However, due to various factors, 
including the delayed recusal of key officials in your Department and the U.S. 
Attorney in Little Rock, these allegations have not been pursued in an expeditious 
manner. As a result, immediate action is now critical. 

Under the Federal Deposit Insurance Act, the RTC has only a five year 
period in which to bring a civil suit for fraud, starting from the date it became the 


I 
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conservator or receiver of a failed institution. Thus, the ability of the RTC to take 
civil action may expire as early as March, 1994. The statute of limitations for 
criminal actions involving bank fraud is 10 years from the date of the occurrence 
of the criminal activity. 

In order to resolve any and all questions regarding Madison and 
Whitewater, we urge you and the RTC to seek voluntary agreements with all 
relevant parties, including the President and Mrs. Clinton, the McDougals, David 
Hale, Jim Guy Tucker, Seth Ward, and the Rose Law Firm, to toll the running of 
the statutes of limitations - in other words, to seek their agreement to voluntarily 
waive these defenses. These agreements will allow time for a complete and 
independent investigation and permit the orderly operation of the legal and 
judicial processes. It will also remove any doubt that the above named parties 
may seek to use the statute of limitations as a procedural defense. Furthermore, 
it will reassure the American public that anyone implicated in any wrongdoing 
will answer these allegations on their merits. 

Attorney General Reno, thank you for your consideration of this request. 


Sincerely, 


Qu.' 

%su> 







cc: Roger Altman 

Resolution Trust Corporation 
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RPC 

RESOLUTION TRUST CORPORATION 

Resolving Che Crisis 
Restoring Die Confidence 


February 1, 1994 


The Honorable Alfonse M. D'Amato 
Ranking Minority Member 
Committee on Banking, Housing 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Senator D'Amato: 

I am in receipt of the letter dated January 11, 1994 which you sent 
to Attorney General Reno and me concerning the statute of 
limitations relating to Madison Guaranty Savings and Loan of 
McCrory, Arkansas ("Madison") . Please be assured that the RTC fully 
intends to conduct in a timely manner a thorough review of the 
potential civil claims it possesses as a result of the failure of 
Madison. 

If such claims do exist in relation to Madison, we will vigorously 
pursue all appropriate remedies using our standard procedures in 
such cases, which could include seeking agreements to toll the 
statute of limitations. As you noted, the barriers presented by the 
expiration of the statute of limitations in many cases have been 
ameliorated by the extension of the Financial Institutions Reform, 
Recovery and Enforcement Act of 1989 (FIRREA) statutes in the RTC 
Completion Act (Act) . The Act has afforded us an opportunity to 
investigate further any civil claims which may be asserted against 
individuals or entities associated with Madison Guaranty for fraud, 
intentional misconduct resulting in unjust enrichment, or 

intentional misconduct resulting in substantial loss to the 
institution. 


Sincerely, 


Roger C. Altman 
Interim CEO 


801 17th Street. N.W. Washington. D.C. 20434 


/zV8 
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RESOLUTION TRUST CORPORATION 

RtMhrhwThcCrfcfe 
Rdtoriaf TV CooMracc 


January 26, 1994 


The Honorable Robert J. Dole 
Minority Leader 
United States Senate 
Washington, D.c. 20510 

Dear Mr . Leader : 

Interim CEO Roger Altman has asked me to respond to your letter of 
January 11, 1994 to Attorney General Reno concerning the statute of 
limitations relating to Madison Guaranty Savings and Loan of 
Me Crory, Arkansas ("Madison"). Please be assured that the RTC 
fully intends to conduct a thorough review of the potential civil 
claims it possesses in a timely manner as a result of the failure 
of Madison. 

As you point out the barrier presented by the expiration of the 
statute of limitations in many cases has been ameliorated by the 
extension of the FIRREA statutes. The RTC Completion Act has 
afforded us an opportunity to investigate further any civil claims 
which may be asserted against individuals or entities associated 
with Madison Guaranty for fraud, intentional misconduct resulting 
in unjust enrichment, or intentional misconduct resulting in 
substantial loss to the institution. We are presently conducting 
such an investigation. If it appears claims do exist, we will 
vigorously pursue all appropriate remedies using our standard 
procedures in such cases, which could include seeking agreements to 
toll the statute of limitations. 

We are, of course, mindful of the impending five year anniversary 
date of the federal takeover of Madison, February 28, 1989. 


Executive Officer 



801 171h stmt. NW. WoRNngton. D.C. 20434 
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RESOLUTION TRUST CORPORATION 
Resolving The Crick 
Restoring The Confidence 


January 14, 1994 


MEMORA NDUM 

To: 

From: 


Re: 


The 

Loan Association and related matters. Interim CEO Roger Altman is committed to responding 
to these requests as promptly and thoroughly as possible. 

In order to assure that the RTC’s response to requests on these matters is thorough, accurate, 
and timely, I have established a working group to coordinate the collection and distribution of 
all information and material responsive to the requests. The working group is comprised of 
James Dudine, William Collishaw, and Peter Knight. 

I am sure that I can count on the full cooperation of you and your staff with the working 
group. Please see that this memorandum is distributed to the appropriate staff. 


Vice Presidents 
Assistant Vice Presidents 


Jack Ryan 
Deputy CEO 



Madison Guaranty Savings and Loan Association 


TC has received numerous requests for information on Madison Guaranty Savings and 


801 171h Street. N.W. Washington. D.C. 20434 


/ Z7/S 



5326 



me 

RESOLUTION TRUST CORPORATION 

RttoMag Tht Criais 
Rtatorinf TIm CottfUtaca 


MEMORANDUM 


December 30, 1993 


To: Roger C. Altman 

From: Peter E. Knight * 

Re: Status Report on Leach Investigation 

At the request of Jean Hanson, I will prepare regular status reports on the RTCs response to 

Rep. Leach’s request for documents relating to Madison Guaranty. 

The broad scope of the request could cover more than 200,000 pages of documents. This 
includes 39 linear feet of Legal documents, 207 boxes of investigative files, 165 boxes of 
general institution documents, 45 roles of microfiche of institution records, 30 boxes of 
contractor files, asset files, and various other categories. We are asking Rep. Leach’s staff to 
narrow the request by reviewing an extensive inventory of documents which we hope to have 
completed by January 7. 

Last Week: 

We have established a working group of OGR (Office of Governmental Relations), Legal. 
Investigations, and FOIA (Freedom of Information Act) staff that will assemble, itemize, and 
analyze documents. The analysis will be to ensure that privacy, privilege, and the Department 
of Justice's concerns are protected. All communication with Rep. Leach’s staff will be 
coordinated by OGR. 

This week, Rep. Leach’s staff reviewed public legal documents, contracting information, and 
resolutions documents in Washington and Kansas City. We will start the process of redacting 
Madison Board minutes by FOIA staff for review by Rep. Leach’s staff and will provide them 
on a rolling basis. 


SOI 171t) Str—t. N.W. WaNngton. D.C. 20434 
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DOJ Concerns: 

Attached is a letter we received from the Criminal Division at Justice which instructs us to 
consult them before providing any criminal referrals or documents which reflect Justice’s 
information requests to the RTC. While this is a narrow scope of documents, the letter does 
tell the RTC to "make every effort to maintain the integrity of the RTC files to the maximum 
possible extent. " 

We are expecting to get another letter from Justice the end of next week that will expand the 
scope of protected documents to include'all documents that were attached to criminal referrals. 
We will not provide any investigations documents until this point is clarified. 

Legal Issues: 

Our attorneys are reviewing the legal standing of the Leach request in anticipation of future 
discussions with Rep. Leach over whether or not this is an official committee request. 

Leach's staff told me on December 23 that he would be providing us with legal analysis 
prepared by the House Counsel that supports the contention that this is an official committee 
investigation. Leach’s staff has not yet presented any legal material on this point, and it is 
doubtful that our position will change. Our attorneys will complete their work )>y January 7. 

Our attorneys are also examining the question of whether or not our providing material to the 
Congressman would require us to make all material provided to him available to the public (if 
requested). 

Summary of actions: 

12/23/93: 


12/27/93 


12/28/93 


12/29/93 


12/30/93 


U7S 7 


RTC OGR and legal staff met with Rep. Leach’s staff to start the 
process initiated by your response to Rep. Leach. We informed Rep. 
Leach’s staff that efforts were underway to locate all Madison 
documents and to prepare an inventory to facilitate narrowing the 
amount of documents requested. 

Established an RTC working group (from Washington and Kansas City) 
to include staff from OGR, Legal, Investigations, and the FOIA unit. 

Rep. Leach's staff came to Washington RTC offices to review public 
legal documents relating to Madison. 

Washington OGR and Legal staff traveled to Kansas City and met with 
senior legal, investigations, and executive staff to develop a coordinated 
response effort. 

Rep. Leach's staff visited the Kansas City office to review contracting 
documents, an inventory of Madison’s assets, redacted Congressional 
inquiries relating to Madison, and lists of all legal contracts and matters 
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pending. The staff also visited our Iron Mountain document storage 
facility where we have over 120,000 boxes of files stored. 

Attachment 

cc: Jean Hanson 

Dennis Geer 
James Barker 


7278 % 
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U. 3. Depefftnaal of Jottfeo 



ac ms* 


17 DEC 1993 

John C. Binkley# Counsel 
Department of Corporate resolution 
resolution Trust Corporation 

Philip J. Llndenmuth 
chief# foxa/pa Branch 
Resolution Trust Corporation 


This letter raoponda to recant talaphono oonvar sat Iona with both 
of you in whloh wo dlaeuaaed tha handling of a number of rreedom 
of information Act (FOXA) requests to tha resolution Trust 
Corporation (PTC) for raeorda ralatad to criminal rafarrala to 
tha Dep a r t ment of Justlea concerning tha Madlaon guaranty Savings 
and Loan Aoaociatlon. We raquaat only that tha PTC consult with 
this Unit bafors releasing any criminal rafarrala previously made 
to tha Department or any nemoranda or notes which reflect the 
Department's requests to your agency for specific information. 

For purposes of its investigation# tha criminal Division roquests 
that tha PTC make every effort to maintain tha integrity of tha 
PTC files to tha maximum possible extant* 

Thank you for you r advice and assistance on this matter. 

sincerely# 

4UoJUM. uUU-o 

Marshall *. NIUlaaa, Chiof 
nt /9k Unit 

Of f ios of inf oro— out operations 
Criminal Division 


By rut 


/278f 



5330 



RESOLUTION TRUST CORPORATION 

(Uaalvtag TN Cr5* 
RwUrtm tU C m I W w w 


December 22, 1993 


The Honorable James A. Leech 

Ranking Minority Member 

Co mmitt ee on Banking, Finance & Urban Affairs 

U.S. Home of Representatives 

Washington DC 20515 

Deer Jim: 

I am writing in response to your letter dated December 9, 1993, requesting that the 
Resolution Trust Corporation provide ce r t ain documents and records for the House 
Banking Committ ee Minority investigation of the failure of Madison Guaranty Savings 
and Loan Aaaociation located in McCrary, Arkansas. Madison Guaranty is an 
institution in receiv er s h ip with the RTC. 

Let me reassure you that the RTC will thoroughly cooperate in this investigation. 
Indeed, it was the RTC which originally re ferred this matter to the Justice 
De partm en t . RTC staff'has been instructed to assemble the relevant documents, 
which are voluminous, as quickly aa possible. 

Ideally wo would forward all of these materials to you today, and I expect to supply 
most of them in short order. I am advised by the RTC General Counsel, however, 
that there may be limits on our ability to provide certain of them. These hunts 
involve the Privacy Act and legal privilege or other restrictions on the ability of the 
RTC to release them . Tin a win have to be coordinated with the Justice Dep a rtment. 
I have inwrocaed dm RTC stiff to work with your staff on ap propriate procedures for 



Roger C. Allman 
Interim CEO 


901 17lh Stmt, NW W m N ngton, DC 20434 
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ST-13743 
cc: Mr. Ryan 

Standard Distribution 
Ms. Xulka 
Mr. Adair 
Mr. Binkley 
Mr. Katsanos 
Ms. Kauper 
Mr. Gabrellian 
OGR Staff and Reps 
Enclosures are available 
in OGR 

July 7, 1994 


Honorable Henry B. Gonzalez 
Chairman 

Committee on Banking, Finance 
and Urban Affairs 
House of Representatives 
Washington, D.C. 20515 

Dear Mr. Chairman: 

Thank you for your letter of today regarding preparations and 
information in connection with your Committee's hearings on 
various aspects of the so-called Whitewater affair. 

As requested in your letter, all arrangements have been made 
regarding interviews of myself and RTC staff (see enclosed 
memorandum dated today) . 

With respect to your .request for records, I am enclosing the 
documents in the possession of the RTC. In addition, we are in 
the process of compiling other documants which may be responsive 
to your request. These documents will be provided to the 
Committee staff next week. 

Because these documents do not relate to the substance of our 
investigation, we are asserting no privilege with respect to the 
documents being furnished. 

As always, please feel free to contact me should you have any 
questions. 

Sincerely, 



Enclosures 



Deputy and Acting 


Chief Executive Officer 


80 1 179hShmmt.N.W. Wcat/ngtan. O.C. 20434 
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lee C . Ausen 
April A. Bresiaw 
Michael X. Caron 
Xcnr.etr. W. reuse 



Re: House Bar. King Committee Staff Interviews 


House Banking Committee Chairman Gonzalez has asked that you be 
made available sometime next week to be interviewed by. tne 
Committee staff as it prepares for the upcoming hearings looking 
into matters related to Whitewater Development and Madison 
Guaranty . 

Pursuant to an agreement reached between House Speaker Thomas S . 
Foley and House Minority Leader Robert Michel, the hearings will 
deal with the following three subjects: the White House contacts 

with Treasury/ RTC officials about "Whitewater"- related matters; 
whether the death of Assistant White House Counsel Vincent Foster 
was a suicide or homicide; and the White House's handling of the 
contents of Foster's office during the investigation into 
Foster's death. 

Tou should feel free to provide any information to the Committee 
staff you may have concerning the above-mentioned matters. 

The RTC investigation into possible PLS claims involving Madison 
and Special Counsel Fiske's investigation of Whitewater/Madison 
Cuaranty criminal and civil matters, other than those mentioned 
above, are both ongoing and active. As you are aware, it is the 
policy of the RTC to not discuss active investigations because 
premature disclosures could undermine the Agencies' ability to 
take final action. Given our current understanding of the scope 
of this hearing, this policy should be followed with respect to 
these interviews and any subsequent testimony before the 
Committee . 

Typically when a member of the RTC staff is interviewed by House 
or Senate Banking Committee staff a member of the staff of the 
Cffice of Governmental Relations (OGR) and an RTC attorney is 
present during the interview. In this case, attendance by OGR 
staff or an RTC attorney will be at your option. In addition, 
the Legal Division and OGR is prepared to provide assistance to 
you in preparation for these interviews. Please contact Peter 
knight. Director of OGR at (202) 416-2116, if you wish to consult 


/Z793 
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July 7, 1394 
? age Two 


own personal oour.se 


I i is cur expectation that Washington staff will be interviewed 
in Washington cn Monday July 11 and Tuesday, July 12, and that 
Kansas City staff will be interviewed in Kansas City on 
Wednesday, July 12 and Thursday, July 14. Peter Knight will be 
coordinating the scheduling of the interviews and can answer any 
logistical questions you may have. 


with r.ir. and an ?.TC lawyer. If ocurse, such 
-an oat cry and you nav oe represented by your 
l f v:u wish. 
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SECRETARY OF THE TREASURY 



DEPARTMENT OF THE TREASURY 
WASHINGTON. D C. 

June 30, 1994 


Mr. John E. Ryan 

Deputy and Acting Chief Executive Officer 
Resolution Trust Corporation 
801 17th Street, N.W. 

Washington, D.C. 20434 


Dear Mr . Ryan : 

Today, Independent Counsel Robert Fiske announced that he has 
completed his investigation as it relates to contacts between 
White House and Treasury officials concerning the Resolution 
Trust Corporation's work with respect to Madison Guaranty Savings 
and Loan Association. As you may be aware, when the matters 
relating to such contacts came up, I asked the Office of 
Government Ethics to advise me of any ethics or conflicts issues 
raised by such contacts, and offered the assistance of Treasury 
staff in that endeavor. Treasury's Office of Inspector General 
has indicated to OGE that it would assist OGE by conducting fact- 
finding regarding the contacts. However, at Independent Counsel 
Fiske 's request, Treasury's Inspector General and OGE 
independently agreed to defer their work in response to my 
request until Mr. Fiske notified them that their work would not 
interfere with Mr. Fiske' s investigation. 


Today, I asked both Treasury's Inspector General and OGE to 
proceed with their work, and I urged them to complete that work 
before the Congressional hearings into the contacts. I 
understand that Treasury's Inspector General has viewed the 
assistance of RTC's Inspector General as important in this effort 
because of the need to interview one or more officials at RTC and 
that Treasury's and RTC's IGs have discussed this need. I would 
very much appreciate it if you would ask RTC's Inspector General 
to work with Treasury's Inspector General in providing a timely 
and thorough review of the facts relating to the Treasury/White 
House contacts. 

Thank you for your assistance in this important effort. 


Sincerely, 





/Z79S 
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RESOLUTION TRUST CORPORATION 

RmHrfaf The (Trials 
Wlnring Tl« Caafld— 


RT-13725 
CC: Mr. Ryan 

Standard Distribution 
Ms. Kulka 

Mr. Katsanos Mr. Adair 

Ms. Kruse 

Ms. Kauper 

Mr. Gabrellian 

OCR Staff 

OGR Reps 

Enclosures are available in OGR 


July 1, 1994 


Honorable Alfonse M. D' Amato 
Ranking Minority Member 
Committee on Banking, Housing, 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Senator D' Amato: 

As requested in your letter of June 22, 1994, regarding documents 
relating to Madison Guaranty, I am furnishing to Ms. Kelly Cordes 
copies of a daily "emerging stories" bulletin that I prepared for 
senior managers at the Resolution Trust Corporation. This daily 
bulletin was sent to officials at the Treasury Department during 
the period Roger Altman served as the RTC's Interim Chief 
Executive Officer. None were sent by my office to the White 
House . 

I also have provided to Ms. Cordes copies of the bulletin for the 
period after Mr. Altman's service as RTC CEO ended and 
distribution to the Treasury Department ceased. I am including 
these in order to assure you that I have given the broadest 
possible interpretation to your document request. 

If I can be of any further assistance, please let me know. 

Sincerely, 

Stephen J. Katsanos 
Director 

Office of Corporate Communications 
(202) 416-7566 


am i7m 
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me 

RESOLUTION TRUST CORPORATION 
Rmlvtag The Crisis 
Rnsoriof TW CaafMtaca 

Honorable Donald W. Riegle, Jr. 
Chairman 

Committee on Banking, Housing, 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Hr. Chairman: 


RT-13656 
cc: Mr. Ryan 

Standard Distribution 
Ms. Kulka 

Mr. Katsanos Mr. Adair 

Ms. Kruse 

Ms. Kauper 

Mr. Gabrellian 

OGR Staff 

OGR Reps 

Enclosures are available in 

July 1, 1994 


Today, we have delivered to Ms. Kelly Cordes, the Committee's 
Chief Clerk, the documents in the possession of the Resolution 
Trust Corporation which we believe are responsive to the request 
set forth in your June 22, 1994 letter. 

In compiling these documents, we inquired of all RTC offices and 
employees whom we reasonably believed may possess a document that 
would be responsive to your request. Those offices include the 
Legal Division, the Department of Investigations, Offices of 
Governmental Relations and Corporate Communications. 

Also being provided are various RTC documents recently received 
from the Department of the Treasury which we believe are 
responsive to your request. We are presently engaged in 
discussions and correspondence with Treasury with respect to 
determining if there are other RTC documents under its control 
that may be responsive to your request. 

Because these documents do not relate to the substance of our 
investigation, we are asserting no privilege with respect to the 
documents being furnished. 

Finally, we are in receipt of the letter of June 30 from 
Mr. Michael Davidson of the Office of Senate Legal Counsel 
requesting "any written policies or descriptions of policies, in 
effect now, or previously, concerning communications with other 
executive branch or independent entities." We are compiling 
these documents and will provide them to Ms. Cordes next week 
along with any other documents that we may find to be related to 
your request. 

As always, please feel free to contact me should you have any 
questions. 

Sincere ly.^-? 


John E./lfyan 
Deputy 'and Acting 
Chief Executive Officer 


rf. N.W Mtotfitogtan. DC 20404 
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RESOLUTION TRUST CORPORATION 
P—MmTWCHiU* 
FTMUin'm Tit CaiMna 


July 1, 1994 


Ms. Kelly Cordes 
Chief Cleric 

Committee on Banking, Housing, 
and Urban Affairs 
United States Senate 
Washington, D.C. 20510 

Dear Ms . Cordes : 

As requested in the June 22, 1994 letter from Chairman Riegle and 
Senator D' Amato, we are furnishing you with the enclosed 
documents in the possession of the RTC which are responsive to 
the Committee's request. 

As indicated in the enclosed copies of the RTC's letters to the 
Chairman and Senator, we are in the process of compiling the 
documents requested in Mr. Michael Davidson's letter of June 30. 
These documents will be provided to you next week. 

We hope this information is of assistance to you. If you have 
any questions, please let me know. 



Office of Governmental Relations 
(202) 416-7314 

Enclosures 

001 17thSk*mt. N.W. IMWiH Sn AC 2004 
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To: 


Cc: 

Bcc: 

From: 

Subject: 

Date: 

Attach: 
Certify: 
Forwarded by: 


William C. Collishaw@Legal-ra@RTCDC 
James R. Dudine§Oper-inv§RTCDC 
Thomas L. Hindes@Legal-pls@RTCDC 
Mark Gabrellian§Legal-pls@RTCDC 
James M. Barker §Legal-FOO@RTCDC 
Stephen J. KatsanosGComm§RTCDC 
Ellen B. Kulka§Legal-sc@RTCDC 
John E. Ryan@CEO@RTCDC 
Casey Carter@OGR@RTCDC 

Peter E. Knight§OGR§RTCDC 

Senate Banking Request for Documents 

Tuesday, June 28, 1994 16:31:20 EDT 

Y 


The Senate Banking Committee has requested that the RTC produce certain 
documents in connection with contemplated hearings regarding Madison Guaranty 
and Whitewater Development. The Committee is seeking any documents in RTC 
possession that relate to any Madison/Whitewater communications between RTC 
and the White House or communications with Department of the Treasury 
officials with regard to White House contacts with Treasury with respect to 
Whitewater /Madison. While we believe that previous canvassing of RTC employees 
for similar material lead to production of all responsive documents which 
existed at the time, we request that you and your staff once again check your 
files to ensure that there are no additional or subsequently created documents. 
You should query the members of your staff who you believe may have documents 
which are responsive to the Committee request, including any staff members 
originally querried. 

Please transmit any responsive documents to Casey Carter by close of business 
Wednesday, June 29. 

Thank you for your cooperation. 
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laratcd Status Senate 

coMMrmc ON BANKING, housing, and 
URBAN AFFAIRS 

WASHINGTON. OC 20510-6078 


June 22, 1994 


Jack Ryan 

Acting President and Chief Executive Officer 
Resolution Trust corporation 
801 Seventeenth street, N.W. 

Washington, D.c. 20434 

Dear Mr. Ryan: 

On June 21, 1994; the senate passed senate Resolution 229, 
a copy of which is enclosed, directing the Committee on Bank- 
ing, Housing, and Urban Affairs to conduct hearings on matters 
specified in the resolution. In preparation for the hearings, 
we are requesting that you provide to the Committee all Resolu- 
tion Trust Corporation records in your custody, control, or 
possession, regardless of format, that relate in any manner to 
the following subjects: 

(a) communications between officials of the White House 
and the Department of the Treasury or the Resolution 
Trust Corporation relating to the Whitewater Develop- 
ment corporation and the Madison Guaranty Savings and 
Loan Association; 

(b) the Park service Police investigation into the death 
of Vincent Foster; and 

(e) the way in which White House officials handled docu- 
ments in the office of Vincent Foster at the time of 
his death. 

Please be advised that we have sent to Stephen Katsanos a 
separate request for documents relating to these subjects. 

To the extent that your office has gathered documents from 
individuals and locations throughout the Resolution Trust 
Corporation, please Indicate where and from whom each of those 
records was obtained. It would also be helpful if you provided 
a list of the records that you are submitting so that the 
Committee and your office have a common list of the records 
supplied by the Resolution Trust corporation. 
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Jack Ryan 
June 22, 1994 
Page Two 


The records should be delivered to Kelly Cordes, the 
Committee 1 s Chief Clerk, 534 Dlrksen Senate Office Building. 

As you know Senate Resolution 229 provides that public hearings 
on this natter begin no later than July 29# 1994. Therefore, 
it is necessary that these documents be received by the 
Committee no later than July l, 1994, and prior to that date, 
if possible. 

Zf you have any questions concerning this request, please 
call Michael Davidson, Senate Legal counsel, at 224-4435. This 
request is, of course, an initial request and may be supple- 
mented by additional ones. We recognize that you may wish to 
designate a Resolution Trust Corporation official who will be 
responsible for responding to this request. 

Your cooperation in this matter is greatly appreciated. 




Sincerely 


Alfonse M. D' Amato 
Ranking Member 



Enclosure 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE AND URBAN AFFAIRS 
ONE HUNDRED THIRD CONGRESS 
212S RAYBURN HOUSE OFFICE BUHOING 
WASHINGTON. DC 20616-BOSO 


May 11, 1994 



James Barker, Esquire 
Acting Deputy Qeneral Counsel 
Resolution Trust Corporation 
801 Seventeenth Street, N.W. 

Washington, D.C. 20434 

Dear Mr. Barker: 

I have reviewed your letter dated May 2, 1994, rejecting my appeal 
from the Resolution Trust Corporation's denial of my request 
pursuant to the Freedom of Information Act for documents pertaining 
to Madison Guaranty Savings 6 Loan Association ("Madison 
Guaranty"). With reluctance I have concluded that I am left with 
no option except to authorize my attorneys to initiate litigation 
against both the RTC and' the Office of Thrift Supervision (OTS) in 
am effort to obtain documents patently relevant to committee 
oversight. For your convenience, a copy of the complaint is 
attached. 

My decision to pursue litigation was not made lightly. As the 
Ranking Member of the Committee on Banking, Finance and Urban 
Affairs ("the Committee"), I am obligated under the Constitution, 
federal banking laws including the Financial Institutions Reform, 
Recovery and Enforcement Act of 1989 ("FIRREA") , and House rules to 
oversee the actions of the RTC and OTS, and to assess 
implementation of FIRREA. Clearly encompassed within this 
oversight responsibility is a duty to investigate allegations of 
wrongdoing at failed thrift institutions, such as Madison Guaranty. 
In view of recent Committee investigations of such institutions as 
Lincoln Savings and Loan Association of Irvine, California; 
Silverado Savings and Loan Association of Denver, Colorado; 
Cent rust Savings and Loan Association of Miami, Florida; and 
Columbia Savings and Loan Association of Beverly Hills, California, 
which also underwent concomitant Justice Department probes, the RTC 
and OTS surely would not seriously challenge this responsibility. 
Here, it should be stressed that analogous documents relating to 
each and every one of the institutions listed above have been made 
readily available to the Ranking Member of the Committees of 
jurisdiction. 
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For the foregoing reasons, your appeal is denied. This is the 
final determination on your appeal to the RTC. You have the right 
to obtain judicial review of this decision in the United States 
District Court for the District in which you reside or have your 
principal place of business, in the United States District Court for 
the District of Columbia which is where some of the records you seek 
are located, or in the Western District of Missouri, which is where 
other of the records you seek are located. 5 U.S.C. § 553(a) (4) (B) . 


Sincerely, 


James Barker 

Acting Deputy General Counsel 


Attachments 
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information .... could reasonably be expected to interfere with 
enforcement proceedings." 5 U.S.C. §552 (b) (7) (A) . Harm to law 
enforcement proceedings does not have to be based upon a document 
by document assessment, instead it can made generically, based on 
the type of record requested. NLRB v. Robbins Tire & Rubber Co., 
437 U.S. 214, 236 (1978) . 

It has long been accepted by courts that exemption 7 (A) was 
intended to apply "whenever the government's case in court would be 
harmed by the premature release of evidence or information, Id. , at 
232, or where disclosure would in some fashion impede any necessary 
investigation prior to the actual enforcement proceeding. See, 
e.g., Dickerson v . Department of Justice, 942 F.2d 1426, 1429 (6th 
Cir. 1993) . As you well know, investigations into Madison matters 
are being undertaken by both the RTC and the Office of the Special 
Counsel. To prematurely disclose the RTC's investigatory files and 
possible criminal referrals made by the RTC to the Department of 
Justice will obviously interfere with those investigations. To make 
such premature disclosures could reveal evidence and strategy in the 
government's case, see, e.g., Manna v. United States Department of 
Justice, 815 F. Supp. 798, 808 (D.N.J. 1993), or allow targets to 
suppress or fabricate evidence, see, e.g., Alyeska Pipeline Serv. 
Co. v. EPA, 856 F . 2d 309, 312 (D.C. Cir. 1988). Similarly, to 
disclose the minutes of the Board of Directors of Madison Financial, 
a subsidiary of Madison Guaranty, or the Gerrish Report could 
reasonably be expected at this time to interfere with those ongoing 
investigations . 

Accordingly, the RTC investigatory files (to include PLS 
files) , the minutes of the Board of Directors of Madison Financial 
Corporation and the Gerrish Report were properly withheld pursuant 
to exemption 7 (A) . 

Exe mpt i on,. 8, 

Your staff indicated that the Federal Home Loan Bank Board's 
examination reports of Madison Guaranty were of interest to you. 
Inasmuch as the Office of Thrift Supervision is the successor to the 
bank, the request for those records should properly be directed to 
that agency. To the extent the RTC has such records in its 
possession, and because OTS has not decided to disclose those 
records, they are being withheld pursuant to exemption 8. 

Exemption 8 of the FOIA authorizes the withholding of 
information "contained in or related to examination, operating or 
condition reports prepared by, on behalf of, or for the use of an 
agency responsible for the regulation or supervision of financial 
institutions." 6 U.S.C. §552 (b)(8). Exemption 8 has been broadly 
interpreted, see, e.g., McCullough v. FDIC, 1 GDS 1 80,194 at 80,495 
(D.D.C. 1980), and does not cease operation because the institution 
is no longer in business. Gregory v. FDIC, 631 F.2d 896, 899 (D.C. 
Cir. 1980) . Accordingly, all examination reports are properly 
withheld pursuant to exemption 8 . 

Conclusion 
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individuals' transactions in the Madison Guaranty Board of 
Director's Minutes or in various asset inventories (document no. 
622) , are exempt from disclosure under exemption (6) , inasmuch as 
disclosure of an individuals' financial records would constitute a 
clearly unwarranted intrusion into those individual's personal 
privacy. See, e.g., National Ass'n of Retired Federal Employees v. 
Horner , 879 F.2d 873, 875 (D.C. Cir 1989), cert, denied, 494 U.S. 
1078 (1990) . 

In regard to the salaries of Madison employees listed in the 
Bidders Information Package, this information was also properly 
withheld pursuant to exemption 6. As the D.C. Circuit noted, a 
person's privacy interest is significant when their name is 
associated with financial information. Id. An individual's income 
level is quintessentially protected under exemption 6. See, e.g.. 
Public Citizen, Inc. v. RTC, Civ. No. 92-0010, slip op. at 8 (D.D.C. 
Mar. 19, 1993) (identities of those individuals who applied for 
affordable housing withholdable because they would be linked to 
income levels) . Accordingly, the salaries of Madison employees were 
properly withheld. 

In regard to the identities of the constituents on 
congressional correspondence, they also were properly withheld 
pursuant to exemption 6. The nature of a constituent request is 
seeking help and many constituents recount personal financial 
hardships or other circumstances in their communication, the nature 
of which is usually seeking some assistance. In Holy Spirit 
Association v. Department of State, the District Court of the 
Southern District of New York found a privacy interest in a similar 
batch of letters between constituents and their United States 
Senators. In weighing the public interest in di'closure against the 
privacy interest of the individual, the Court re- jived the balancing 
test in favor of the individual, stating: 

[t]he Court is unable to discover how the disclosure of 
particular names could contribute significantly to any 
legitimate public purpose. On the contrary, there is a 
strong public interest in encouraging citizens to 
communicate their concerns regarding their communities to 
their elected representatives. Public disclosure of 
their identities would have the opposite result of 
discouraging such communication. 

526 F. Supp. 1022, 1034 (S.D.N.Y. 1981) . 

In order to continue to protect the privacy of the individual 
constituents their names and other identifying information were 
properly withheld pursuant to exemption 6. 


Exemption 7 (A) 

Exemption 7 (A) authorizes the withholding of "records or 
information compiled for law enforcement purposes, but only to the 
extent that production of such law enforcement records or 
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Moreover, in analyzing privacy interests, the Supreme Court has 
held that disclosure depends upon the nature of the requested 
documents and its relationship to the central purpose of the FOIA, 
which is to expose to public scrutiny 

[o]fficial information that sheds light on an agency's 
performance of its statutory duties. That purpose, 
however, is not fostered by disclosure of information 
about private citizens that is accumulated in various 
Governmental files but that reveals little or nothing 
about an agency's own conduct. 

Department of Justice v. Reporters Committee for Freedom of the 
Press , 489 U.S. 749, 772 (1989). 

To the extent you have requested access to an individuals' 
personal banking records or documents that reflects such 
information, we find such records do not shed "light on the [RTC's] 
performance of its statutory duty." The actual banking records 
themselves "reveal little or nothing about [the RTC's] own 
conduct." 8 Accordingly, this information was properly withheld 
pursuant to exemption (6) . 9 

Thus we conclude that actual transaction files of persons who 
were customers of Madison Guaranty and references to those 


8 To the extent an individual's banking records have been 
utilized by RTC investigations, that information, if it were 
incorporated in investigatory files which at this point the RTC 
would neither confirm or deny, would be withheld pursuant to 
Exemption 7(C), 5 U.C.S. §552 (b) (7) (C) , which allows records 
compiled for law enforcement purposes to be withheld if production 
of such records "could reasonably be expected to constitute an 
unwarranted invasion of personal privacy." See, e.g., Fitzgihhon v. 
CIA, 911 F . 2d 755, 767 (D.C. Cir. 1990) ("the mention of an 
individual's name in a law enforcement file will engender comment 
and speculation and carry a stigmatizing connotation") . Such 
information, if it were incorporated into investigatory files, 
would also be properly withheld pursuant to Exemption 7(A) (see the 
Exemption 7 (A) discussion) . 

9 To the extent that you are seeking access to public 
information that may be located in individuals' banking files 
(e.g., recorded deeds, etc), the Supreme Court squarely addressed 
this issue several years ago in Reporters Committee when it stated 
that substantial privacy interests can exist even though the 
information has been made available at some time at some 
undisclosed location. As the Court noted, if this practically 
obscure information "were 'freely available' there would be no 
reason to invoke the FOIA to obtain access to" it. Department of 
Justice v. Reporters Committee for Freedom of the Press, 489 U.S. 
749, 764 (1989) . Accordingly, public information in an 
individuals' banking files may properly be withheld pursuant to 
Exemption 6. 
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trial preparations from discovery attempts of the opponent." United 
States v. American Telephone & Telegraph Co., 642 F. 2d 1285, 1299 
(D.C. Cir. 1980) . In this particular case, the attorney work- 
product privilege is being used to withhold portions of the 
litigation files in Kansas City and the identities of those cases 
redacted on the RLIS printout. In the case of the litigation files, 
the documents consist of information reflective of the RTC's 
litigation strategy. The fact the litigation may have been 
terminated does not limit the ability of the agency to invoke the 
privilege. FTC v. Grolier Inc., 462 U.S. 19, 28 (1983). In the 
case of the redacted matters on the RLIS printout, the RTC only 
redacted those matters that had not yet become public, e.g., 
litigation was being contemplated. Because such litigation had not 
yet become public, to disclose those matters at this time would 
undermine the adversarial litigation system. Accordingly, this 
information was properly withheld pursuant to the attorney work- 
product privilege. 

The final exemption being invoked is the deliberative process 
privilege. This privilege applies to documents that reflect 
deliberations which are part of an internal decision-making process. 
NLRB v. Sears , Roebuck & Co., 421 U.S. 132 (1975) . To be protected, 
a document must be pre-decisional or generated before the adoption 
of an agency policy or decision. Coastal States Gas Corp. v. 
Department of Energy, 617 F.2d 854 (D.C. Cir. 1980) . In this 
particular case, documents located in the Kansas City litigation 
files clearly reflect the decisional process regarding how to 
proceed with the litigation. Accordingly, they are protected by the 
deliberative process. Similarly, the Gerrish Report consists of 
advice and recommendations pertaining to activities in Madison which 
the RTC has included in its decisional process on how to proceed in 
this matter. 

Exemption 6 

Exemption 6 was the basis for withholding information 
pertaining to individual financial records (e.g., loan or deposit 
information) of customers of Madison, salaries of employees of 
Madison Guaranty and constituent names on Congressional 
correspondence pertaining to Madison. 

FOIA exemption (6) allows an agency to withhold all information 
about individuals in "personnel and medical files and similar files" 
where the disclosure of such information "would constitute a clearly 
unwarranted invasion of personal privacy." 5 U.S.C. § 552(b) (6). 
In making this determination, the individual's privacy interests are 
balanced against the public's interest in having the information 
disclosed. The threshold requirement of exemption (6) , that 
information be contained in a personnel, medical or similar file, 
has been construed by the Supreme Court to extend the coverage of 
the exemption to any agency records containing information about a 
particular individual that can be identified as applying to that 
individual. Department of State v. Washington Post Co., 456 U.S. 
595 (1982) . 
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contained within transaction files now in the possession of the RTC 
was voluntarily submitted to the RTC, albeit indirectly. Bank 
customers do not customarily make their financial information 
voluntarily available to the general public. In fact a bank's 
customer's have a legitimate interest in keeping the non-public 
aspects of their financial transactions confidential. See, e.g., In 
re Knoxville News - Sentinel , Company, Inc., 723 F.2d 470, 477 (6th 
Cir. 1983) (non-FOIA case, documents sealed "to protect the privacy 
rights of borrowers who dealt with the bank") . 

We therefore conclude that actual records of a customer's 
transaction and references to those transactions in the Madison 
Guaranty Board of Director's Minutes or on lists of Madison assets, 
were properly withheld pursuant to exemption (4) . See Rural Housing 
Alliance v. United States Department of Agriculture, 498 F.2d 73, 
78 (D.C. 1974) . 

Exemption 5 

Exemption 5 exempts from disclosure "inter-agency or intra- 
agency memorand[a] or letters which would not be available by law 
to a party ... in litigation with the agency." 5 U.S.C. § 
552(b) (5) . Exemption (5) incorporates and includes within its scope 
the protection of documents that would not be available to a private 
party through discovery in civil litigation. United States v. Weber 
Aircraft Corp. , 465 U.S. 792 (1984); FTC v. Grolier Inc., 462 U.S. 
19 (1983) . In other words, documents which are privileged in civil 
discovery are withholdable under Exemption 5. Three specific 
privileges are being asserted by the RTC with regard to the Gerrish 
Report, portions of those litigation files that Michael McGarry 
requested access to, and the identities of the seven files redacted 
from the Kansas City RLIS printout. Those privileges are the 
attorney-client privilege, the deliberative process privilege, and 
the attorney work-product privilege. 

The attorney-client privilege protects confidential 
communications between an attorney and the attorney's client. Mead 
Data Cent., Inc. v. Department of the Air Force, 566 F.2d 242, 252 
(D.C. Cir. 1977) . The Gerrish Report was an analysis of potentially 
illegal activity alleged at Madison Guaranty and was prepared for 
the institution by its attorney. As such, it clearly was protected 
by the attorney-client privilege at the time it was created. At the 
time the RTC assumed jurisdiction over Madison, it also assumed the 
client status. Since that document is still confidential, and 
contains communication between the attorney and the attorney's 
client, (the RTC) the information is protectable by the privilege. 
Moreover, portions of litigation files that were withheld contains 
correspondence between the RTC and outside counsel which is 
similarly protected by this privilege. 

The attorney work-product privilege protects documents and 
other memoranda prepared by an attorney in anticipation of 
litigation. Hickman v. Taylor, 329 U.S. 495, 509-10 (1947); Fed. 
R. Civ. P. 26(b)(3). The purpose of the privilege is "to promote 
the adversary system by safeguarding the fruits of the attorney's 
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of Congress do not have the ability to compel disclosure pursuant* 
to subpoena, it is apparent that the Eleventh Circuit would 
distinguish between requests by individual Members of Congress and 
requests by a committee or subcommittee. Obviously, if disclosure 
of information to a party would constitute a waiver of privilege, 
it is axiomatic that the party does not have an automatic right of 
access. Because disclosure to you could constitute a waiver of 
privileges, we feel compelled to continue to assert the privileges 
in the face of a request for records by an individual Member of 
Congress . 


CONCLUSION 


The Minority Staff's Opinion has failed to persuade us that you 
have authority commensurate with that of a committee or committee 
chairman. Consequently, we must treat your request as seeking the 
records in your individual capacity. We are prohibited by statute 
from disclosing to an individual Member of Congress information 
which may be protected by the Privacy Act. 5 U.S.C. § 552a (b) (9) . 
Similarly, we cannot disclose information of the type protected by 
FOIA exemption (4) and the Trade Secrets Act. Finally, because of 
the split between the D.C. Circuit (to the extent that Murphy 
affords you access to privileged information) , and the Eleventh 
Circuit regarding your access to privileged information, and in 
order to protect the privileged status of certain records we must 
continue to take the position that we must withhold them. In sum, 
the case law refutes your staff's arguments that you, as an 
individual Member of Congress, are to be afforded any special status 
under the FOIA not afforded the general public. 

Application of FOIA Exemptions 

Because we have concluded you are only entitled to information 
disclosable pursuant to the FOIA, we reviewed the records for which 
you were denied access and have determined they were appropriately 
withheld pursuant to Exemptions 4, 5, 6, 7(A), 7(C) and 8. 

Exemption 4 

Exemption (4) of the FOIA allows an agency to withhold from 
public disclosure "trade secrets and commercial or financial 
information obtained from a. person and privileged or confidential.” 
5 U.S.C. § 552(b)(4). Where the submission of information to the 
government is voluntary, commercial and financial information is 
deemed to be confidential for purposes of exemption (4) if it would 
customarily not be disclosed to the public. Critical Mass Energy 
Project v. Nuclear Regulatory Commission, 975 F.2d 871, 879 (D.C. 
Cir. 1992 (en banc) cert . denied 113 S.Ct. 1579 (1993). 

Madison's customers voluntarily submitted their financial 
information to that institution by virtue of their voluntary 
decision to bank there. When the Federal Government intervened at 
Madison, it assumed the institutions position pertaining to the 
voluntary relationship. Consequently, financial information 
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[D] isclosure of information can only be compelled by 
authority of Congress, its committees and subcommittees, 
not solely by individual members; and only for 
investigations and congressional activities. Election to 
the Congress does not give an individual subpoena power 
over whatever information he may happen to be interested 
in, and particularly not over trade secrets. . . . 

Id. at 593. .See also , Ashland Oil, Inc. v. FTC , 548 F.2d 977 (D.C. 
Cir. 1976) . Thus Exxon stands for the proposition that material 
protected by the Trade Secrets Act cannot be disclosed to individual 
Members of Congress outside of the committee or subcommittee 
setting. 7 We have reviewed Owens-Coming and we do not believe that 
it overrules Exxon. In fact, we believe the Court's approval of the 
FTC's approach of distinguishing between "official" and "unofficial" 
Congressional requests. See Owens -Corning, 626 F.2d at 974, comports 
with Exxon. 

Finally, we disagree with your staff's assessment that Murphy 
allows you total access to privileged information, if not all 
information protectable under the FOIA. Murphy dealt exclusively 
with the question of whether an agency (in this instance the Army) 
had "waived" its right to protect privileged information under the 
FOIA because it had provided that information to a Member of 
Congress in his individual capacity. See 613 F.2d at 1155. Relying 
on the operation of the predecessor to present FOIA subsection (d) , 
5 U.S.C. §552 (c) , the D.C. Circuit refused to find "waiver," and 
held a disclosure of privileged information to a Member of Congress, 
whether within the committee context or not, does not constitute 
waiver for the purposes of the FOIA. Id. , at 1159. Consequently, 
to the extent Murphy may.be interpreted to afford you access to 
otherwise exempt material, it is limited to protecting agencies that 
provide such information against later claims of waiver of privilege 
and not any record protectable under the FOIA. 

However, even this limited interpretation has been rejected by 
the United States Court of Appeals for the Eleventh Circuit, which 
held that an agency is protected against waiver only if the 
disclosure is "involuntary," (i.e., being compelled to disclose the 
information either by subpoena or a threat of subpoena) . Florida 
House of Representatives v. United States Department of Commerce, 
961 F . 2d, 941, 946 (11th Cir. 1992). Inasmuch as individual Members 


7 Virtually every court that has considered the issue has 
found the Trade Secrets Act (TSA) and exemption (4) of the FOIA to 
be "coextensive." See, e.g., General Elec. Co. v. NRC, 750 F.2d 
1394, 1402 (7th Cir. 1984) . Exemption (4) protects "trade secrets 
and commercial or financial information obtained from a person 
[which is] privileged or confidential." 5 U.S.C. §552 (b)(4). It 
is clear that personal as well as corporate financial information 
is covered under exemption (4), See, e.g., Rural Housing Alliance 
v. United States Department of Agriculture, 498 F.2d 73, 78 (D.C. 
Cir. 1974) (personal financial information derived from loan 
applications) . 
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In this regard the Staff relies almost exclusively upon two 
cases, Murphy v. Department of the Army , 613 F.2d 1151 (D.C. Cir. 
1979), and FTC v Owens-Coming Fiberglass Corp, 626 F.2d 966 (D.C. 
Cir. 1980) . 6 We have reviewed both opinions and find these cases do 
not clearly afford a Ranking Minority Member access to Privacy Act 
and Trade Secrets Act -protected records, nor do they clearly allow 
access to privileged information. As a consequence we are not 
persuaded you have access rights other than that which is afforded 
to the general public under the FOIA. 

As for your staff's assertion that Murphy authorizes your 
access to Privacy Act -protected information, See Opinion, at 7, n.30 
& 31, we are not persuaded for two reasons. First, Murphy did not 
address Privacy Act issues; rather it exclusively involved the FOIA. 
Secondly, we continue to maintain the position that the plain 
language of the Act, which specifically authorizes disclosure "to 
either House of Congress, or, to the extent of matters within its 
jurisdiction, any committee or subcommittee thereof, any joint 
committee of Congress or subcommittee of any such joint committee," 
5 U.S.C. § 552a (b) (9) , does not authorize the disclosure of a 
Privacy Act -protected record to an individual Member of Congress 
acting on his or her own behalf or on behalf of a constituent. See 
OMB Guidelines, 40 Fed. Reg. 28,948, 28,955 (1975); 40 Fed. Reg. 
56,741, 56,742 (1975); Swenson v. U.S. Postal Service, 890 F.2d 
1075, 1077 (9th Cir. 1989) ("The clear language of the Privacy Act 
exemption in §552a(b) (9) applies only to a House of Congress or a 
committee or subcommittee, not to an individual congressman."); See 
also, Lee v. Dearment, 1992 Lexis 12533 (4th Cir.) . Inasmuch as your 
staff has not supplied clear authority to the contrary, we must 
maintain our original position. 

In regard to confidential business information, it is our 
opinion that Exxon Corp. v. FTC, 589 F.2d 582 (D.C. Cir. 1978), is 
controlling. In Exxon, the Federal Trade Commission received a 
request for information from Senator Hart on official stationery, 
asking that the data be made available to the Subcommittee. The 
Court concluded that: 


6 The Opinion also apparently relies on two pre-Murphy cases, 
EPA v. Mink, 464 F.2d 742 (D.C. Cir. 1971), rev'd, 410 U.S. 73 
(1973) ; and Koch v. Department of Justice, 376 F. Supp. 313 (1974) , 
for the proposition that agencies must respond to official requests 
and such requests "can come from Members acting in their individual 
capacities." Opinion, at 7 n.30. After examining the opinions in 
both cases, we fail to see how they support this proposition. Both 
Mink and Koch involved FOIA requests by Members of Congress and in 
both cases the courts held that information was properly 
withholdable under the FOIA. Neither case discusses the question 
of whether individual Members of Congress have any additional 
access rights other than those of the general public, but it can be 
inferred they have no such special status in light of the fact the 
Court affirmed the agencies' determinations to withhold records in 
both cases pursuant to FOIA exemptions. 
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its own if Congress had seen fit to do so. 3 Absent clear legal 
authority on this point, the Opinion argues that the majority's 
ability to limit the minority's investigative authority is bad 
policy. Whether this is true or not is irrelevant to the issue of 
legal authority. 

Finally, the Opinion argues that certain actions by Chairman 
Gonzalez have "created enough 'institutional imprimatur' to satisfy 
agency policy and existing case law on Congressional access to 
agency documents." Opinion at 8. While the Minority Staff notes a 
request for travel funds has been granted by the Chairman, it fails 
to address the fact that the Chairman has publicly stated the 
Committee is not, at this time, undertaking an investigation. We 
believe that statement to be determinative. 4 

It is our opinion the arguments presented to show that you have 
authority commensurate with that of a chairman or committee are not 
sufficiently persuasive, and accordingly your request must be 
considered as made by an individual Member of Congress and not a 
committee . 


FOIA AND PRIVACY ACT ACCESS 


The Minority Staff also argues based upon your individual 
capacity as a Member of Congress , . you should be granted absolute 
access to the records, irrespective of the Privacy Act, the Trade 
Secrets Act, privileges or FOIA exemptions. In effect, the Opinion 
claims you are entitled to access pursuant to 5 U.S.C. §552 (d) which 
states that the FOIA "is not authority to withhold information from 
Congress." The dispositive question is whether you, as an 
individual Member of Congress, fall within the scope of subsection 
(d) . 5 


3 See, 5 U.S.C. § 2954 ("[a]n Executive agency, on request of 
the Committee on Government Operations of the House of 
Representatives, or of any seven members thereof, or on request of 
the Committee on Government Operations of the Senate, or any five 
members thereof, shall submit any information requested of it 
relating to any matter within the jurisdiction of the committee") . 

4 We are aware that the Congress appears to have decided to 
conduct hearings on the Madison/Whitewater matter. However it is 
our understanding the venue in which these hearings will be 
conducted has not been determined, nor has the scope or timing of 
these hearings. When and if the RTC receives a request for 
records from a properly designated Congressional entity regarding 
this matter, we will reply appropriately. 

5 We note at the outset the Department of Justice has 
consistently issued guidance that individual Members of Congress 
are not covered under subsection (d) . See FOIA Update, Winter 
1984, at 3-4 ( "OIP Guidance: Congressional Access Under FOIA"). 
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exemptions . 


COMMITTEE STATUS 

The Minority Staff's Opinion that as Ranking Minority Member 
you have authority commensurate with that of a committee is based 
on four arguments: (1) the position stated in an Amicus Curiae Brief 
submitted by the Speaker and Bipartisan leadership Group of the 
House of Representatives in the matter of United States v. McDade, 
Crim. Action No. 92-249 (E.D. Pa.); (2) Congress has the right to 
investigate and the majority should not suppress the minority's 
efforts in this area; (3) various rules of the House and the Banking 
Committee grant you independent investigatory authority commensurate 
to that of the Banking Committee; and (4) there is sufficient 
"institutional imprimatur" to afford your effort Committee status. 

We have reviewed the brief and opinion filed in the United 
States v. McDade , and do not consider your staff's reliance upon the 
statement made in the Amicus Brief that the ranking minority member 
is "the functional counterpart of the Chairman" to be on point. 
Nothing in the brief or the Court's written opinion on the case 
addresses the issue of a Member's right of access to agency 
information, nor do they infer that a ranking minority member has 
all the authority of a committee. The characterization of the 
ranking member as the "functional counterpart of the Chairman" is 
in terms of preparing the minority's proposed legislation and 
amendments to the majority's proposals, and managing the minority 
staff, etc, and not in terms of the authority of the individual 
member to compel access to information from agencies. This very 
narrow characterization for a particular purpose and has been taken 
entirely out of context. . 

As to your staff's assertion that the rules of the House and 
the Banking Committee support your independent status, all of the 
references simply prove that the minority can participate in the 
legislative process. The Opinion does not cite case law or a 
specific legislative rule that grants the Ranking Minority Member 
committee status or the independent authority to compel the 
production of documents. This is in stark contrast to the Banking 
Committee's own rules on the issuance of subpoenas (which normally 
does form a basis to compel production of documents) , which may be 
authorized only by a majority of the members voting, a majority 
being present, and not solely by the Ranking Minority Member. See 
House Banking Rule II. 3. 

Congress' right to investigate matters related to alleged waste 
and fraud is not in dispute. The real issue is whether the Ranking 
Minority Member, on the authority of that position solely, can 
conduct such an investigation. It is clear that Congress could have 
allowed the minority the ability to undertake an investigation on 
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of their personal privacy. Access to portions which identified 
certain depositors was also denied because to disclose this 
information would reveal confidential commercial or financial 
information. 2 ] 

11. Bank Board Examination Reports of Madison. [These reports were 
denied because they related to reports prepared by a financial 
institution regulatory agency which requested they be withheld.] 

If you are interested in obtaining access to types of documents 
other than those listed above or which have been disclosed to you 
previously, please refer to the inventories which have been supplied 
to your staff and contact the FOIA/PA Branch, International Place, 
1735 N. Lynn Street, Rossyln, Virginia 22209. 


Access bv Individual Members of the Congress 

In your letter dated March 7, 1994, you indicated that based 
upon your status as an individual Member of Congress you are 
entitled to total access to all records under the control of the 
agency, notwithstanding the fact that the records may be privileged, 
or protected by the Privacy Act or protected by the Trade Secrets 
Act. In effect, you disputed our position you were entitled only 
to the same access as would be afforded to a member of the general 
public pursuant to the FOIA. Previously, on January 14, 1994, your 
staff submitted a memorandum which concluded that as Ranking 
Minority Member you appeared to "have the appropriate institutional 
status to obtain records within the Committee's jurisdiction upon 
request and without limitation." See Memorandum to Representative 
James A. Leach, from the Minority Staff, subject "Rights of a 
Ranking Minority Member for Access to Agency Records," January 14, 
1993 (sic) (hereafter referred to as the Minority Staff ''Opinion") , 
at 1. Your staff came to this conclusion based on their assertion 
that a Ranking Minority Member has all the rights of a Committee and 
that subsection (d) of the FOIA, 552 U.S.C. §552 (d) , precludes the 
invocation of FOIA exemptions to withhold records from you. 

We have reviewed this memorandum and the relevant case law and 
have concluded you are only entitled to the same access as would be 
available to any member of the general public under the FOIA. 
Furthermore, we have concluded that as long as your status is that 
# of an individual Member of Congress, we would be prohibited from 
disclosing information potentially covered by the Privacy Act and 
the Trade Secrets Act. Moreover, we believe that disclosing 
privileged information to you could raise questions of waiver and 
could detrimentally affect any further legal action that may be 
contemplated regarding Madison. In sum, we have concluded that the 
RTC may appropriately withhold information from you pursuant to FOIA 


2 Access to portions which identified parties who sold Madison 
a participation interest was also denied. Upon review we have 
determined this information may be disclosed. Accordingly, a one 
page supplemental release is attached. 
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with the Department of Justice pertaining to Madison. [Access was 
denied because to disclose this information could reasonably be 
expected to interfere with an enforcement proceeding.] 

2 . Loan or personal banking records pertaining to individuals or 
corporations/partnerships. [Access denied because to disclose this 
information would constitute a clearly unwarranted intrusion into 
an individual's personal privacy or would reveal confidential 
commercial or financial information. This category includes requests 
for financial records which may relate to specific individuals or 
corporations and to portions of certain inventories of documents and 
assets which have been supplied to your staff--e.g., no. 622 on the 
attached inventory.] 

3. Minutes of Madison Guaranty. [Portions were withheld 
because to disclose this information would constitute a clearly 
unwarranted intrusion into an individual's personal privacy or would 
reveal confidential commercial or financial information.] 

4. Minutes of Madison's subsidiary, Madison Financial Corporation. 
[Access was denied because to disclose this information could 
reasonably be expected to interfere with an enforcement proceeding . ] 

5. Resolution documents pertaining to Madison. [Access granted in 
their entirety.] 

6. Documents in Legal files located in Kansas City. [On December 
30th Mr. McGarry was given a copy of the Kansas City RLIS (RTC Legal 
Information System) printout and requested access to 18 files, 
portions of which were withheld as privileged. In addition, seven 
items on the printout were redacted as privileged. 1 ] 

7. Congressional Correspondence pertaining to Madison. [Access to 
portions were withheld to protect the identity of the constituents, 
the disclosure of which would constitute a clearly unwarranted 
intrusion of their personal privacy.] 

8 . Gerrish Report . [Access denied because this document is 
protected under the attorney-client privilege, and to disclose this 
document could reasonably be expected to interfere with an 
enforcement proceeding.] 

9. Contract information. [On December 30th, Mr. McGarry selected 
certain contracts off of the RTC's Kansas City CARS (Contracting 
Activity Reporting System) and those contracts were disclosed in 
their entirety.] 

10. Bidders Information Package. [Document no. 67 on the attached 
inventory. Access to salaries of Madison employees was denied, the 
disclosure of which would constitute a clearly unwarranted intrusion 


1 Upon review we have determined that some of this information 
is no longer privileged. Accordingly, a supplemental release is 
attached. 
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administrative files, examination reports, interoffice 
memorandum (sic) , notes and minutes of meetings 
(including telephonic meetings) , correspondence, 
electronic mail and agreements the RTC entered into with 
private sector contractors during the resolution of 
Madison. In addition to documents in possession at RTC- 
Washington, I request access to all documents related to 
Madison held at RTC field offices. 

We interpreted this request to include all records created by the 
RTC and records in possession of the institution at the time it was 
put into receivership and still in the possession of the RTC. 
Because your initial request encompassed approximately 500 boxes of 
records, the RTC supplied your staff with a number of inventories 
pertaining to records of the RTC which relate to Madison, Madison 
Guaranty and Madison Financial Corporation. In an effort to 
expedite your request and avoid supplying you with information in 
which you had little or no interest, we asked your staff to utilize 
the inventories and indicate which records were being sought . 

In the ensuing discussions, your staff identified certain 
categories of records which they specifically requested. Michael 
McGarry of your staff visited our Kansas City Office on December 30, 
1993, during which he utilized inventories of RTC contract records 
and litigation files to request access to certain records. During 
other discussions with your staff, certain general categories of 
records were indicated as being of interest. As a result of these 
discussions, the RTC reviewed the appropriateness of disclosing the 
requested categories or specific files of information. Access to 
certain of these categories was denied, while access was granted in 
whole or in part to other categories . A substantial number of 
records were not specifically requested by your staff and 
accordingly were not addressed. As a courtesy, we have supplied 
your staff with copies of any Madison-related record processed 
pursuant to any other FOIA request, even though your staff did not 
indicate any special interest in that record. As a result of this 
procedure, the RTC has disclosed over 8,000 pages of information to 
your staff, and has placed copies of that information in the RTC's 
Reading Room for public access. For your convenience we have 
enclosed another copy of the inventory of Madison related records » 

which a re p resently — looatod — ia — the — RTC' Reading — R oom . _. We 

undor&fc and ~ a uupy ~of-^thig^i rfivenLOry has b ee^ pre v ^ o uoly - a j^pplied to 
yona?— staff . ~~~ 

Based on our previous dialogue with your staff, and noting the 
categories or specific files they requested, we have interpreted 
your request and your appeal to be limited to the following 
categories of information which were specified by your staff or were 
supplied to your staff as a result of processing other FOIA 
requests. As indicated below, you were denied access to certain 
categories of these records in whole or in part. These denials, in 
addition to your claim to absolute access by virtue of your status 
as a Member of the Congress, are the subject of your appeal. 

1. Investigatory files pertaining to the RTC's investigation of 
Madison, Professional Liability Section (PLS) litigation files 
pertaining to Madison and any criminal referrals or correspondence 
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RTC 


RESOLUTION TRUST CORPORATION 

Resolving The Crisis 
Restoring The Confidence 


DRAFT 


April 28 , 1994 


Honorable James A. Leach 
Ranking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 
House of Representatives 
Washington D.C. 20515 

Re : Freedom of Information Act Appeal No. RTC-94-A014 


Dear Mr. Leach: 

This is in response to your letter of April 11, 1994, appealing 
the Resolution Trust Corporation' s ("RTC") response dated March 11, 
1994, to your request for information related to Madison Guaranty 
Savings & Loan Association. While your initial request for 
information, dated December 9, 1993, was opened as a request made 
through our Office of Governmental Relations and not a request made 
pursuant to the Freedom of Information Act ("FOIA"), 5 U.S.C. § 552, 
because of your status as an individual Member of Congress, you were 
afforded no greater access than would have been afforded the general 
public under the FOIA. In your letter dated March 7, 1994, you 
specifically requested information regarding what "further recourse" 
was available to you within the agency to obtain access to the 
information you sought. The RTC responded in its letter of March 
11, 1994, by explaining the RTC's FOIA appeal process. 

Consequently, we are treating your letter dated April 11, 1994, 
to be an appeal, pursuant to the FOIA, of our previous responses to 
your requests for records. 


Scope of Request 

By letter dated December 9, 1993, you requested "all documents 
related to Madison and its subsidiaries." Your request went on to 
state that : 

Such documents would include, but not be limited to, 


I 
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Office of Thrift Supervision 
Department of the Treasury 

1700 C Street, N.W . Washington. DC 2C552 • (202) <JC 6-6590 


L>tfCIC* 


May 12 , 1994 


The Honorable Janes A. Leach 
Hanking Minority Member 
Committee on Banking, Finance 
and Urban Affairs 

United States House of Representatives 
Washington, D.C. 20515 

Dear Congressman Leach: 

Z have been given a copy of your letter to William Pulvider 
of May 11, 1994. Z recognize that most of the statements in that 
letter were made for the purposes of litigation, and we will 
respond to those in due course in the appropriate forum. 

Z must, however, take issue with your assertion that we are 
handling your reguest differently from other requests that this 
agency received for documents relating to Lincoln, Silverado, and 
CenTrust . Zn each of those instances, the requests were 
initiated by the House Banking Committee or the Chairman, not an 
individual Congressman. As we have said, ve are prepared to 
provide the requested documents once the Banking Committee or the 
Chairman endorses your request. 

Z can assure you that our concern about maintaining the 
confidentiality of examination reports is not a "contrivance. " As 
I have noted in previous correspondence, it has been the long- 
standing position of the federal banking agencies not to provide 
confidential documents to individual Congressmen outside of a 
request by a congressional committee or its chairman. It is 
necessary to protect candid communications between examiners and 
their supervisors and between this agency and savings 
associations, because they are integral to effective regulation. 

Sincerely, 

^ A*- 

Jonathan L. Fiechter 

Acting Director 
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MADISON/WHITEWATER: CONGRESSIONAL REQUEST FOR DOCUMENTS 


Question: 


Does Treasury have any documents relating to Vince Foster’s death? 

Answer : 

• We recently received a Congressional request for such documents. Our 
search to date has identified several Bureau of Alcohol, Tobacco and 
Firearms and Secret Service documents. 

Question : 

What is the Department doing fn response to that Congressional request? 

Answer : 

• We continue to search our files for responsive material. In addition, as you 
are aware, the jurisdiction of Special Counsel Robert A. Fiske includes 
looking into the investigation of Mr. Foster's death. Accordingly, we have 
referred to the Special Counsel the documents that we have located and 
have asked his views on whether they can be released. 

Question : 

Why do those bureaus have documents related to the investigation of Mr. 

Foster’s death? 

Answer : 

• ATF was asked by the Park Police to do laboratory analysis of physical 
evidence the Park Police had collected in their investigation of Mr. Foster s 
death. Secret Service generated documents in connection with their 
responsibility for physical security at the White House, including Mr. Foster s 
office. 

Question : 

Why don't you release them? 

Answer : 

• We have an obligation not to jeopardize an on-going investigation. Although 
we believe that, at least a portion of them will not be relevant to the 
investigation, Mr. Fiske is conducting the investigation and it is his decision 
what documents can be released. We hope that he will give a prompt reply 
to our request that he make conclusions about these documents. 
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MADISON/WHITEWATER: OTS INVOLVEMENT 


Question : 

The Office of Thrift Supervision (OTS) has consistently refused to provide 
members of this Committee copies of documents in its possession related to its 
work on Madison Guaranty. Secretary Bentsen since the OTS is under your 
general supervision, could you direct the OTS to honor our requests and turn 
over the relevant documents? 

Answer : 

• While it is true that the OTS is subject to the general oversight of the 
Secretary of the Treasury, there is a statutory prohibition against the 
Secretary of the Treasury "intervening in any matter or proceeding before the 
Director of the OTS unless otherwise provided by law." 

• The Treasury and the OTS consider the Madison Guaranty matter still before 
the Director and I am therefore prohibited from intervening in any aspect of 
that matter. 

• Perhaps Mr. Feichter wbuld like to expand on that response. 

Question : 

Secretary Bentsen have you or any members of your staff had any discussion 
with the OTS on any aspect of their work on Madison Guaranty? 

Answer : 

• There is a statutory prohibition against the Secretary of the Treasury (which 
includes Treasury staff) from "intervening in any matter or proceeding before 
the Director of the OTS unless otherwise provided by law." 

• The Treasury and the OTS consider the Madison Guaranty matter still before 
the Director and we are therefore prohibited from intervening in any aspect of 
that matter. 
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MADISON/WHITEWATER: RTC REFERRAL TO DOJ 

Question : 

Was the referral made because the President and First Lady were involved? 
What other reasons were given for the referral? 

Answer : 

• I would have to defer to Mr. Altman to answer that question. 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: RTC REFERRAL TO DOJ 


Question : 

When did RTC refer this case to the Justice department? 
Answer : 

• I would have to defer to Mr. Altman to answer that question. 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: PRESIDENTS ALLEGED INVOLVEMENT 

Question : 

When did RTC discover that President and Mrs. Clinton were involved in the 
Madison/Whitewater affair? 

Answer : 

• I would have to defer to Mr. Altman to answer that question. 
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MADISON/WHITEWATER: RTC COOPERATION 



Question : 

Did RTC make all documentation and material on the Whitewater matter 
available to the Congressional Committee staff charged with investigating this 
issue? 


Answer : 

• I would have to defer to Mr. Altman to answer that question. 
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MADISON/WHITEWATER: CRIMINAL REFERENCE LETTER 

k ''ig£ 

Question: 


Would you provide the Committee with a copy of the Criminal Reference letter 
sent to the Department of Justice by the RTC concerning Madison Guaranty 
S&LA, McCrory, Arkansas? If you do not have a copy would you please require 
the RTC to furnish a copy of the document to the Committee? 


Answer : 

• The Oversight Board does not have a copy of the document. (Criminal 
Reference Letter) 

• The Oversight Board may require the RTC to provide documents only to the 
extent "necessary to carry out its oversight responsibilities.” 

• To our knowledge, the RTC’s criminal reference policies and procedures 
are adequate and have not been criticized by such entities as the GAO or 
the RTC IG. We therefore have no "oversight" basis on which to make 
such a request of the RTC. 

[Mr Altman would have the same answers as a member of the Oversight Board. 
but a different response to the initial question as RTC CEO.] 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: EXAMINATION REPORTS 


Question : 

Would you provide the Committee (or members of the Committee) any 
examination reports or supervisory reports on Madison Guaranty S&LA in RTC 
files? 

Answer: 

• The Oversight Board does not have copies of the reports. 

• The Board has no information suggesting that the RTC's policies regarding 
criminal referrals or investigations are being handled improperly. 

• The Oversight Board has no immediately evident "oversight" basis on 
which to require the RTC to provide such reports to the Board. 

[Mr. Altman would have the same answers as a member of the Oversight Board, 
b ut a different response to ihe initial question as RTC CEO.] 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: COPIES OF OB TRANSCRIPTS & COMMUNICATIONS 


Question : 

Will the Oversight Board make available to the Committee copies of all 
transcripts, minutes, or notes from its meetings or its communication with RTC 
during the period beginning with RTC's investigation of Madison Guaranty or 
Whitewater? 


Answer: 


• The Oversight Board has never discussed these matters with RTC or others 
including at any open or closed meeting of the Oversight Board. 

• There are no records at the Oversight Board related to Madison 
Guaranty or Whitewater. 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: DISCUSSIONS AT OB MEETINGS 

Question : 

Did the Oversight Board at any of its meetings, including closed or executive 
sessions, discuss the Madison Guaranty S&L or Whitewater issues? 

• Answer : 

• No. 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: RTC COOPERATION 


Question : 

Secretary Bentsen, do you agree with the position taken by the RTC that an 
individual member of Congress only has the standing of an average citizen when 
making requests of the agency for information? 


Answer : 

• The request of individual members of Congress for information is not a new 
issue. It is an issue that I dealt with as Chairman of the Senate Finance 
Committee. 

• This issue has been raised on numerous occasions involving many executive 
agencies. Mr. Altman has informed me that the RTC's established policy for 
handling situations such as this is consistent with that of other Executive 
agencies and the Justice Department. Perhaps Mr. Altman could provide you 
with a discussion of this issue. 

• I am told that the RTC has provided individual members of Congress with 
significant amounts of documentation and information within statutory 
limitations and that it will continue to cooperate to the fullest extent possible. 

• The RTC has taken the position that requests for information from individual 
members of Congress, as contrasted with requests from congressional 
committees, have the same standing as Freedom of Information Act (FOIA) 
requests and are subject to the same exceptions. 

• I have been told that there, is not credible legal theory or authority to the 
effect that the law is otherwise. 

• Providing privileged information to an individual member of Congress would 
likely waive all applicable privileges and could also result in other violations of 
law. 

• There is a concern that the RTC not take steps which would impair it and 
the Special Counsel’s ability to carry out their responsibilities or violate 
relevant law. 
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MADISON/WHITEWATER: OB ROLE IN RELEASE OF DOCUMENTATION 


Question : 

Did the Oversight Board discuss how the RTC should release information on the 
Whitewater matter? 


Answer : 

• No. 

• The Oversight Board has not been involved in any manner with RTC's 
investigation or handling of this case and has had no related discussions with 
RTC. 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: CONGRESSIONAL REQUEST FOR DOCUMENTATION 

Question : 

Was the Oversight Board aware of the Congress' request that RTC provide 
documentation and other materials related to Whitewater for review? 

Answer : 

• The Oversight Board only became aware of this request from press reports. 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: OB ACTION 


Question : 

What has the Oversight Board done to assure that the Madison/Whitewater affair 
is property investigated? 


• Answer : 

• The Board has no authority to intervene and is not responsible, by law, for 
case-specific matters such as the RTC's criminal referral of specific cases. 

• The Oversight Board has not been involved in any manner with RTC’s 
investigation of this case. 


[NOTE: The Board has no information suggesting, that the RTC’s policies 
regarding criminal referrals are being handled improperly.] 


NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: RTC, IG, OR GAO REPORTS TO BOARD 


Question: 





The IG and GAO make reports to the Oversight Board regarding ongoing 
investigations. What did they report to you regarding Madison Guaranty S&L 
and Whitewater matters? 


Answer : 

• The issue was never brought to the Board’s attention by the RTC, IG, or 
GAO. 


• 


p.*Vi "-*» ■’ 






NOTE: SEE FACT SHEET # 23 
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MADISON/WHITEWATER: BOARD INVOLVEMENT WITH RTC' MADISON 
INVESTIGATION 


Question : 

What involvement has the Oversight Board had with respect to the RTC's 
investigation into Madison Guaranty? 


Answer : 

• The Oversight Board is not involved in matters involving specific RTC 
investigations, and it has hpd no involvement in this matter. 


NOTE: ELLEN KULKA QUESTION, ADDED 2/23/94 
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M ADISON/WHff EWATER : OB KNOWLEDGE 

Question : 

When did the Oversight Board first learn that the issue with Madison Guaranty 
S&L and Whitewater involved the President and Mrs. Clinton? 

Answer : 

• The Board has had no involvement in this issue. 


NOTE: SEE FACT SHEET * 23 
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Affordable Housing [See Fact Sheet fa 20,27,28]: 

Will the Board support appropriations to implement the affordable housing changes? .... 38 
What is the status of the mandated Housing Opportunity Hotline? 39 

Professional Liability Issues [See Fact Sheet #’• 5,6,21,22,23]: 

Has an Assistant General Counsel been appointed for PLS issues? 40 

Why does it appear that nothing has been done to improve the PLS section? 41 

How can you believe that your management reform of the PLS can be achieved? 42* 

What is RTC doing to review claims affected by the extension of the statute of limitations? 43* 

What changes have occurred in the PLS section to improve restitutions? 44 

Has Attorney General Reno informed you of DOJ’s role in pursuing -S&L crooks? 45 

Madlson/Whltewater [See Fact Sheet # 23]: 

When did the Board first know of the President's and Mrs. Clinton’s involvement? 46 

What involvement has the Board had with respect to RTC's investigation of Madison? ... 47 

Did RTC OIG or GAO make reports to the Board regarding Madison/Whitewater? 48 

What has the Board done to ensure that this affair is property investigated? 49 

Was the Board aware of RTC being requested to provide related information? 50 

Did the Board discuss how the RTC should release this information? 51 

Do you agree that a Member has citizen’s standing when requesting Agency information? . 52* 

Did the Board at any meetings discuss the Madison/Whitewater issues? 53 

Will the Board proffer all communications with RTC, beginning with the investigation? .... 54 

Would the Board provide the Committee any reports on this issue in RTC files? 55 

Would the Board provide a copy of the Criminal Reference letter sent to DOJ? 56 

Did RTC offer all documentation to appropriate Congressional Committee staff? 57 

When did the RTC discover the President’s and Mrs. Clinton's involvement? 58 

When did the RTC refer this case to DOJ? 59 

Was the referral made because of the President's and the First Lady’s involvement? .... 60 

Could you direct OTS to honor our requests and turn over relevant documents?: 61* 

Does Treasury have any documents relating to Vince Foster’s death? 62* 

Miscellaneous Issues: 

What has been done about the required salary and bonus caps at the RTC? 63 

Has the Board established any policy for the RTC’s CEO compensation package? 64 

Has RTC paid any more large bonuses at cost to the taxpayer? 65 

What resources has the RTC made available to California earthquake victims? 66 

Is there a role the RTC could play in furthering community development issues? 67 

What do you think are the major lessons learned from the SAL dean-up? 68 

What did Stanley Tate do white employed with the Board?; What about his report? 69 

What responsibilities was the Board given in the RTC Completion Act? 70* 
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02/23/94 

3:15pm 

INDEX: QUESTIONS AND ANSWERS 

*s new or modified Q&A 
Funding [See Fact Sheet **a 33]: 

How much of the appropriated money will be needed by the RTC and by SAIF? 1* 

How much in loss funds has the RTC used so far? 2 

What will the total cost of the cleanup be ('88 Deals, SAIF, and interest)? 3 

Can remaining RTC funds be returned to Treasury to reduce deficit? 4 

What is the assurance that "extra" funds will not be "frittered away? 5 

Will the RTC borrow money from the FFB in 1994? 6 

SSL industry [See Fact Sheet re 43,31]: 

How will increased rates impact the S&L industry? 7 

How many S&L’s can we still expect to fail? 8* 

RTC Leadership fSee Fact Sheet • 30]: 

When will the RTC have a permanent CEO? 9 

What is the status of Roger Altman under the Vacancies Act? 10* 

RTC Life [See Fact Sheet # 34): 

Can RTc close sooner than 12/31/95, as called for by the RTC Completion Act? 11 

When do you contemplate that the thrift industry will be turned over to SAIF? 12 

RTC Operations & Management [See Fact Sheet #'• 5,6,11,12,13,29,30]: 

Is the Board satisfied with RTC's implementation of the management reforms? 13 

How is the Board's effectiveness in getting RTC to modify its policies? 14 

Has the RTC improved its responsiveness to audits findings? 15 

Has an audit committee be appointed?; Have they met, or taken any actions? 16 

Is the Board satisfied that RTC has solved its whistleblower problems? 17 

What has the Board done to ensure that RTC corrects whistleblower problems? 18 

What has the RTC Ombudsman done to protect whistleblowers against retaliation? 19 

Has the Board assessed RTC's ability to monitor its contracts? 20 

Has RTC done anything to correct its contracting procedures? 21 

What will the Board do about GAO's audit of loan servicing oversight? 22 

When will the problems at RTC pointed out by OIG and GAO reports? 23 

What savings have been achieved by RTC management reforms so far? 24 

RTC Asset Disposition [See Fact Sheet re 53,14,15,16,17,18]: 

What is the real return on the sale of RTC assets? 25* 

What is the RTC's "hard to sel strategy?"; Does the Board agree with that strategy? .... 26 

Has the RTC used the best sales methods to get the most monetary return? 27 

Has each property and non-performing loan sale been individually analyzed? 28* 

Has RTC allotted enough resources to perform the analysis of these assets? 29 

What are the RTC poNcies that assure properly is marketed for at least 120 days? 30 

Are small investors stil being squeezed out of the market by huge conglomerates? 31 

In what cases win RTC have corresponding offices handle properties nearest them? .... 32 

How far is the RTC going to go in securitizing non-performing assets? 33 

Why are SAMDA contracts being ended?; What about these assets? 34 

MWOB Programs [See Fact Sheet re 5,24,25,26]: 

Is the Board allowing RTC to disregard Congress' MWOB intent in the RTC bill? 35 

Why Isnl RTC implementing the provision about SSL's in minority neighborhoods? 36 

What is really being done in regards to opportunities for MWOB contracts? 37 
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VERBAL QUESTION #5 
QUESTIONS FROM SENATOR BOND 


Verbal 5: 


Will Pillsbury & Madison, as outside counsel for RTC on Madison, review the 
potential of suing various other law firms who represented Madison, or even 
the Board of Directors? Are there other outside counsel or consultants hired in 
conjunction with Madison? 


Answer Verbal 5: 


Pillsbury, Madison & Sutro, as outside counsel for the RTC, is working under 
the direction of the RTC Professional Liability Section staff. At this point, there 
are no other counsel hired by the RTC in connection with this investigation. 
While we are seeking to engage other professionals in this case, they have not 
yet been engaged. 
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VERBAL QUESTION #3 
VERBAL QUESTIONS FROM SENATOR BOND 


Verbal 3: 


Has the Records Management Department been given instructions about the 
handling of Madison documents from somebody outside? Have they found any 
evidence of missing documents, or have they found that any documents are 
apparently missing? 


Answer Verbal 3: 


The records management department in Kansas City and in Washington has not 
been given any instructions regarding the handling of Madison documents from 
outside the Corporation. The records have been managed using our standard 
procedures with the exception that the Kansas City records management 
department has established a central point of contact for all inquiries relating 
to Madison records. In addition, the Kansas City records management 
department has found no evidence of any missing documents from the 
collection of Madison records under its control. 
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QUESTIONS FROM SENATOR BOND 


Question 7: 


In September 1992 regional RTC forwards a criminal complaint dealing with 
Madison Guaranty to the Department of Justice. According to press 
reports the local federal attorney in Little Rock is concerned that because 
Bill Clinton is included in the referral, that the decision to pursue the case 
should be made in Washington. He sends an urgent letter on October 7, 

1 992 asking for assistance. 

Are the press reports accurate? Please provide a copy of that letter for the 
record. 


Answer 7: 


This question should be directed to the Department of Justice. For the reasons 
previously stated, RTC will not respond to this question. 
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QUESTIONS FROM SENATOR BOND 


For RTC Acting Director Altman: 

Question 6: 

Another area of concern is the seeming lack of coordination between the RTC 
and the Department of Justice. 

In March of 1992, the New York Times reports on the Whitewater/Madison 
situation with allegations of sweetheart deals in return for lenient 
regulatory treatment, and the issue suddenly became part of the 1 992 
Presidential campaign. RTC then sends a new team of investigators to 
Arkansas to look more closely at connections to local politicians. 

Is this an accurate portrayal of the reason/reasons that the RTC became 
involved again in the Madison case? If not, what did occur? Who made the 
decision to begin the investigation of Madison? Did the RTC regional office 
notify the national office, or the Department of Justice that they were opening 
a potential case against Madison? If so who was informed? 

Answer 6: 


For the reasons previously stated. RTC will not respond to these questions. 
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QUESTIONS FROM SENATOR BOND 


Document Inventory 
Question 5: 

Mr. Altman, I would like a complete copy of the current inventory of all 
documents relevant to the Madison Guaranty and Whitewater probe. I would 
also like a list of all prior document inventories and dates of these inventories. 
I would also like a list of where all documents were obtained from and when? 
This information may be provided confidentially to the committee. If you refuse 
to provide this information, I would like a legal opinion on how the release of 
this information could prejudice an ongoing investigation? 


Answer 


Inventories maintained by RTC investigators are working documents that are 
material to the investigation itself and cannot be released at this time. The RTC 
has provided to the Committee and individual members of Congress copies of 
Madison Guaranty document inventories. 
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QUESTIONS FROM SENATOR BOND 


Justice Memo - Criminal Investigation Unwarranted 
Question 4: 

Mr. Altman, a March 19, 1993 memo from the criminal division of Justice 
apparently concluded that the initial RTC criminal referral on the Madison 
Guaranty probe "did not appear to warrant initiation of criminal 
investigation." (a) How was this decision made in terms of the 
decisionmaking procedure and the underlying legal theory? (b) Who is 
responsible for communicating these decisions? 


Answy 4: 


(a) This question should be directed to the Department of Justice. 

(b) This question should be directed to the Department of Justice. 


/Zl7$ 




QUESTIONS FROM SENATOR BOND 


Other RTC Referral Issues 
Question 3D: 

I am also interested in getting a timeline and explanation of all criminal referrals 
and related responses and memorandums in the Madison Guaranty probe. By 
this I mean, I would like the dates of all referrals and responses to these 
referrals, including the names of all Justice and RTC employees involved. If 
these issues are considered confidential, how so? Also, how could release of 
this information prejudice an ongoing investigation? 


Answer 3P; 


For the reasons previously stated, RTC will not respond to this question. 

The public release of information pertaining to suspected criminal conduct could 
lead to the concealment of evidence or other activities that would make the 
investigation difficult to complete. Criminal investigations are never conducted 
in a public forum. 
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QUESTIONS FROM SENATOR BOND 


Other RTC Referral Issues 
Question 3A: 

Mr. Altman, it appears that the first criminal referral in the Madison Guaranty 
probe was initiated in the fall of 1 992. Apparently without any discussion with 
Justice concerning the first criminal referral, the RTC then sent another team 
of investigators to Little Rock in January of 1 993 to more fully examine the 
issues surrounding Madison Guaranty. By October, 1 993, the RTC had drafted 
an expanded referral. 

Is this normally how referrals are handled? 

Answer 3a; 


RTC will not comment on the Madison criminal referral process beyond the 
answers provided to questions 1 and 2. 
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QUESTIONS FROM SENATOR BOND 


RTC's Relationship with the Department of Justice 
Q ue sti on 2c: 


Who is the White House liaison on the Madison Guaranty Issues? Has this 
liaison or any other White House staff made any special requests concerning 
the Madison Guaranty probe? 


A n swer 


The RTC has no liaison with the White House on this matter. Former CEO 
Roger Altman has responded to the Committee regarding his contacts with the 
White House. 
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QUESTIONS FROM SENATOR BOND 


RTC's Relationship with the Department of Justice 
Question 2b: 


Has the Madison Guaranty referral been handled differently from other referrals? 
In what way? 


An?w+r Zty. 


The Madison Guaranty referrals were handled pursuant to procedures previously 
discussed in our response to Question 1 . 
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QUESTIONS FROM SENATOR BOND 


FDIC and RTC Procedures 
Question IB: 


Was this the procedure followed by the RTC with regard to Madison Guaranty? 


AniWftr 1g: 


The Madison Guaranty civil claim investigation and the prosecution of a claim 
against the institution's auditors were initially conducted by the FDIC Legal 
Division and FDIC Investigations. These matters were concluded before there 
was a separate RTC Legal Division, but it appears that the procedures described 
above were followed. There was a subsequent investigation into possible fraud 
claims by RTC Investigators. For additional information, see Attachment _J 
"Madison Guaranty Savings & Loan: Chronology of Significant Events." 
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Litigation risk analysis is performed by outside counsel and in-house attorneys 
in order to assess the strength of the RTC's claims and the likelihood that a 
successful outcome can be achieved. Potential damage recoveries are assessed 
and compared with available resources in order to determine whether actual 
recovery is likely if claims are successfully asserted. The costs and expenses 
of pursuing the claims are estimated and reviewed by the RTC staff. 

If, after all of these investigations, estimates and calculations, the staff 
attorney and investigators believe that there is a substantial likelihood that a 
claim may be asserted, successfully and cost-effectively, a formal 
recommendation is made by the RTC attorney. This recommendation is 
reviewed by senior officials in the Division of Legal Services and the business 
side of the RTC. If all concur in the analysis and recommendation, a civil action 
is approved. 

Contrary to the assertion made in the above statement, there is no requirement 
that preliminary review of possible claims be completed within 90 days 
although in some offices that became a general goal when the pace of 
institution closings slowed to a more manageable level and backlogs were 
reduced. Over 272 institutions, eventually placed under RTC control, failed 
before RTC came into existence. Madison Guaranty was, of course, one 
among this group. 

The other misconceptions in the statement the process for recommending suit 
and the notion that such suits are referred to die Department of Justice. As 
stated above, all recommendations to pursue claims through litigation are 
prepared by Professional Liability Section attorneys and their supervisors; they 
are not written or prepared by investigators. Professional liability cases, if 
approved, are referred in virtually every case to outside counsel retained by the 
RTC, not the Department of Justice. On only two occasions has the RTC, 
acting through a Memorandum of Understanding with the Department of 
Justice, Civil Division, referred professional liability matters to the Department 
of Justice. Neither of these matters is currently in litigation. 
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QUESTIONS FROM SENATOR BOND 


FDIC and RTC Procedures 
Question 1A: 

Mr. Altman, the FDIC and RTC have a stated duty to each receivership and 
conservatorship and to the taxpayers to maximize recoveries from any viable 
source, including directors and officers, accountants, legal counsel, appraisers, 
3 nd insurance policies covering their professional conduct. As I understand it, 
both the FDIC and RTC conduct an investigation into every institution in its 
caseload to determine potential civil recoveries and whether criminal conduct 
contributed to the failure. Moreover, an investigator will conduct a preliminary 
review of financial records, and then will submit a post-closing report within 90 
days of the failure of the institution. The purpose of the report is to determine 
which potential claims can be terminated and which merit further investigative 
resources, if termination is recommended, written reasons for the termination 
must be given and approved. If a recommendation to sue is made, the 
investigator must prepare an "authority to sue" memorandum. A referral is 
then made to the relevant agency, such as the U.S. Attorney for the 
Department of Justice. 


Answer 1A: 


Before addressing specific questions on the Professional Liability Section, it is 
helpful to review and clarify the processes employed by the RTC. First, the 
general process used to identify, investigate, negotiate, and settle professional 
liability actions involves RTC investigators, RTC attorneys and their outside 
counsel reviewing the records accumulated by a failed institution, talking with 
witnesses, voluntarily and under subpoena; examining reports of thrift 
examiners, auditors and attorneys employed by the failed thrift and, where 
appropriate, retaining experts to examine transactions and documents. The 
RTC increasingly is utilizing its administrative subpoena powers to discover 
information from and about targeted individuals in order to obtain more 
information about their activities and financial resources. Ultimately, all of this 
information is evaluated in a variety of ways. 
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lives, getting jobs which they are getting more of under 
this Administration, and seeing the deficit go down which 
they are getting under this Administration, seeing interest 
rates remain relatively low which they are seeing because of 
deficit reduction, and they are seeing opportunity again. 

Now there are those that try to distract from 
this. That is a political game. But I think there are 
enough of us here today that called it in that fashion, and 
I thank you, Mr. Chairman, for your great patience today. 

The Chairman. Thank you, Senator Boxer. 

Thank the witnesses . 

The Committee stands in recess. 

(Whereupon, at 2:30 p.m. , the Committee was 
recessed, subject to the call of the Chair.) 
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Senator Boxer. Altman has agreed to have 

the IQ take a look at the largest SAL failures, the six that 
I noted in New York, Texas, California, and other places, 

.• i r* 1 VJ-- 

and do the same thing . So we haVe that, coming . 

Mr. Altman. XJ^pls right. 

(COMMITTEE INSERT.) 
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=1 

1 Then, let the chips fall where they may. 

So, Mr. Chairman, again thank you for providing 
us an opportunity to put forth our concerns. Hopefully this 
will move us a step closer to resolving this matter. 

Thank you. 

The Chairman. Thank you, very much. We will 
give you some questions for the record, and we would ask you 
to respond to them. The Committee stands in recess. 

(COMMITTEE INSERT.) 
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| loyalties. Mr. Hubbell may or may not be able to compromise 
our interest in the Seth Ward matter." 

:! Now, look, I am not suggesting that at that time 

| that you knew of it. Here it is. That is why, if you do 

; not refer something to the IG to clarify whether or not 

j 

| there was a conflict, you cannot be doing the right thing. 

For you to maintain, well, you were not there at 
j the time, it was FSLIC? Well, maybe the rules were a little 
vague . 

I mean, for God's sake, you had lowly auditors 
saying, wake up, fellows! 

You had an auditor in another letter saying: It 

is impossible to think that he is not going to tell his in- 
j laws what is going on. 

So that is the kind of thing that brings about 
maybe the stamping that one of my colleagues alluded to. 

Mr. Chairman, not withstanding- - first of all I am 
going to ask that we be permitted to submit some documents 
for the record that have been referred to, so we can keep an 
orderly proceeding . 

The Chairman. Without objection, so ordered. 

(COMMITTEE INSERT.) 
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I am suggesting to you is that in a period of time it came 
to you for review, if you look at this* -do not keep telling 
us that FDIC did not have anything at that time. 

We are not suggesting that you did anything 


wrong . 

We are suggesting you take a look at the facts. 
Take a look at the record. You can be a school boy and you 
will come to an inescapable conclusion that someone was 
retained to bring the lawsuit that had a relationship with 
the person they ..brought the suit to. 

And as a matter of fact, whether it was two hours 
or one hour, their determination was made to reduce the 
claim that might be the potential liability from $3 million 
down to $1 million, and eventually settle for $200,000. 

Now we do not know who was responsible for the 


settlement? 


But the fact of the matter is that the partner 
who reduced and amended that complaint is Mrs. Clinton. 

That is obvious. I am not going to spend my time going back 
and forth with you. 

I am going to tell you something else, though. 

- When we talk about the potential for conflict before as it 
related to the Madison Guaranty and Mr. Hubbell, I am going 
to refer you to a letter of June 8, 1989. 

Mr. Hove, you stated that since the Rose Law 
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1 in which she amended the complaint from $3.3 down to $1.3 

2 million. 

* Senator Faircloth. Well, we have r.o idea whether 

4 Mrs. Clinton made the final settlement totally. 

5 Mr. Hove. I have no idea from our records and 

5 what we have seen. 

7 Senator Faircloth. This two -hour thing, she 

8 could have worked 200 hours. 

9 Mr. Hove. What I have told you is what we have 

10 available at the FDIC. 

11 Senator Faircloth. She could have worked 200 

12 hours on it. 

13 Mr. Hove. And all I am telling you is that the 

14 records that we have indicated she worked two hours. The 

15 only records' we have is that she billed FSLIC for only those 

16 two hours. 

17 Senator Faircloth. Billed who? 

18 Mr. Hove. F-S-L-I-C. 

19 Senator Faircloth. How about getting the total 

20 records from FSLIC and finding out how much the total bill 

21 was, and whose time was billed? 

22 I would like to see them. 

2 3 Thank you . 

24 (COMMITTEE INSERT.) 

25 
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chat che agency thac handled che closing of First American 
was FSLIC, and that occurred before FDIC had any involvement 
in it . 

Senator Faircloth. All right. But who did the 
investigation--! assume there was one done- -to determine 
thac Mrs. Clinton had no involvement whatsoever that was 
worthy of looking at? 

Mr. Hove. We did not do an investigation. We 
did not do a review because we do not have all the records. 
The records are the old FSLIC records that are not in one 
central repository. 

All we did was review the records that we had 
available at the FDIC. The records that we had at the FDIC 
only indicated that Mrs. Clinton's involvement from the 
records that 'we could review was the two hours that she 
spent filing the amended complaint for her partner Vince 
Foster. 

Senator Faircloth. So what you are saying really 
is that you did a very incomplete and surface investigation- 

Mr. Hove. We did not- -we simply looked at the 
- records that we had, and we did not make an investigation 
any further than the records that we had available tc us at 
the FDIC. 

Senator Faircloth. Well, I would say chat Mr. 
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Mr. Altman. Well agree 

with you. I cannot say for sura. I cannot say what was in 
their mind a. I doubt vary much that thay did not know about 
tha statuta of limitations. 

Senator Donanici. Right. 

Mr. Altman. What I wae saying was not that. 

What I was saying I did not knoir if thay knew, and frankly 
my livmilea'UV M ft rmlt ofthmtr macing, chny had noc 
previously known what 





you have to retch a conclusion as to whether there is a, 

and then what you have to do if you 
reach, a-coaoiiision- thsc Therv is. 

Senator Domenici. Thank you, very much. 

The Chairman. Thank you. 

Senator Faircloth? 

Senator Faircloth. Thank you, Mr. Chairman. 

I will echo Senator Domenici. You have done a 
superb job of conducting, and I will be very brief. 

My questions are to Mr. Hove. 

Mr. Hove, we keep coming back- -you said the FSLIC 
issued tr.is report, who had long been out of business and 
did the ^investigation on Mrs. Clinton and her relationship? 
Mr. Hove. No, sir, I did not say FSLIC. : 
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elsewhere in the Congress we are delighted to supply to you 
or anyone else here that would like them. 

Senator Bond. Would that include an inventory, a 
cataloguing* -not the contents but a cataloguing- -of the 
documents in the Madison case? 

Mr. Altman. We will supply you with any 
information to that extent that we cam which does not get 
into areas that we think would prejudice the investigation. 

Senator Bond. Thank you, Mr. Chairman. 

The Chairman. Senator Boxer? 

Senator Boxer. Mr. Chairman, I am still working. 

The Chairman. All right. Senator Domenici, you 
are next in the order. 

Senator Domenici. Mr. Altman, you spoke awhile 
ago of your one contact with the White House regarding this, 
and you and your counsel went up to talk to the White House 
counsel . 

Mr. Altman. One substantive contact. 

Senator Domenici. Please? 

Mr. Altman. One substantive or meaningful 

contact . 

Senator Domenici. Well, I assume we are r.ot 
arguing there that you had- -you are not suggesting you had 
more than one are you? 

Mr. Altman. No. I am just saying that if you, 
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1 ^ Senator Bond. Next, when did you become aware of 

2 the RTC recommendations that further criminal prosecution be 

3 ! taken against Madison? 

4 Mr. Altman. Last fall. I was advised that the 

5 question of a referral to the Justice Department was under 

6 consideration at the RTC. And as other members of the RTC 

7 staff will attest, I said that normal procedures with no 

8 j deviations whatsoever should be pursued, including chain of 

9 command procedures, in terms of reaching that conclusion. 

10 I might tell you that typically decisions like 

11 that are made at the Regional Office level, and it was in 

12 | this case. 

13 Senator Bond. Were you aware that the Regional 

14 Office had asked the National Office to make a determination 

15 as to whether- the Clintons' name should be in the new 

16 expanded referral? 

17 Mr. Altman. No. 

18 Senator Bond. You did not know they were asking 

19 for the National Office to make a determination? 

20 Mr. Altman. No. I was simply informed that this 

:i 

21 issue was on the table, and my reaction was- -and I had only 

22 one conversation about it- -that normal procedure should be 

23 fallowed. That is the way we are going to handle this thing 

24 from beginning to end. 

25 Senator Bond. How wa»‘ the Whit* Jiouse notified 
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Now if the RTC under your direction were 
requesting records from the First Lady at the White House, a 
rather high-profile event, would it not be customary for 
them to advise you that they were requesting records in the 
possession of the First Lady? 

Mr. Altman.. Senator, I do not get involved in 
any substantive aspects of any PLS case, particularly or 
including documents that they may seek, so they have never 
brought that to my attention since I have been in this job 
and that goes right through to today. 

Senator Bond. So you would not expect them to 

tell you? 

Mr. Altman. No, I would not. 

Senator Bond. I find that remarkable^ 

In a norm a A criminal-, referral case, the. RTC 
creates and retains an inventory* of pertinent documents used 
to make the case. As r understand it, at least one version 
of the inventory has been provided to some Members of 
Congress . 

Could you furnish. tp .this. Committee the latest, 
most up-te-date inventory, and provide it for the hearing 
record along with the previous versions? Would you make 
that available? 

Mr. Altman. Well last evening we supplied the 
€ 5 C 3 pages of information to Senator D'Amato's office, as we 
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election- -and we ought to ask some questions about this-- 
that suddenly when Bill Clinton was the nominee for 
President of the United States that there was a criminal 
referral to the RTC. 

, Not until six weeks before the election. 

! For two years while my friends controlled the 

elements of regulation, nobody was asking the questions that 

j are being asked here today. 

So I am not saying questions should not be asked. 
I am saying we absolutely ought to get to the bottom of 
whatever took place. We ought to understand all these 
institutions, because it is a sorry chapter in American 
politics . 

But that is going to happen with 25 FBI agents, 
and depositions, and documents being made available, and the 
taxpayers of this country do not need us jumping all over 
each other for political purposes avoiding the real issues 
that they would like us to dig into. 

I do not think much more needs to be said beyond 

i 

j that . 

The Chairman. Senator Bond. 

Mr. Hove. Mr. Chairman, may I make a correction 

The Chairman. Yes. 

Mr. Hove. I think Senator Kerry asked who was 
the primary regulator. The primary regulator was tr.e State 
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with," said former Treasury Secretary Nicholas Brady, a 

I close friend of former President George Bush, and a college 
' classmate of Mr. Fiske's more than 40 years ago: 

i 

j "He is one of those guys who has always 

' conducted himself with integrity." 

j The article goes on to say that, "Mr. Fiske, a 63 -year- old 
j| Wail Street lawyer, earned his reputation by being an 

!l 

a aggressive prosecutor. If the Clintons have something to 
hide, he could pose a formidable problem. If he lives up to 
his billing, at the very least his investigation will 
disrupt the lives of the First Family." 

Now if that is not enough, if we do not have the 
patience to allow him to do his job and sit here and ask 

II relevant questions about $150 billion, we ought to ask what 
we are doing here. 

This is why the taxpayers get so fed up, because 
all we do is dig into politics. There is a huge distinction 
j between this case and prior cases because we are not looking 
at a current situation where the President is currently 

! 

j making decisions about current money being spent or current 
policy. 

This is something that happened when he was 
Governor- -if whatever happened happened- -and I suggest that 
this Prosecutor has the ability to get at it. 

If he does not, I will join with Senator 2' Amato. 
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The Chairman. Yes, you can. 

Senator Kerry- -Senator Boxer gave you a 5.9. 

(Laughter . } 

Senator Boxer. A 6.0. 

(Laughter. ) 

The Chairman. Especially on the technical 
portion cf the program. 

(Laughter. ) 

Senator Bond. With the market today, maybe we 
should have let him out earlier. 

The Chairman. Senator Kerry? 

Senator Kerry. Mr. Chairman, I am not sure I 
have time to stay through the whole process here, so I am 
review the bidding here a little bit, but just speaking as a 
former prosecutor: 

One of my colleagues over here was sort of 
questioning the duality. I can tell you as a person who has 
presented evidence to grand juries and who has spent some 
time putting cases together, that there is nothing worse 
than having dual tracks, witness confusion, various 
statements appearing in public, multiple copies of documents 
moving around. 

I would be very surprised if Special Prosecutor 
Fiske decided to do it. It certainly wouid not be a 
judgment that I made thinks public in the middle cf an 
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I 

i 

Senator Domenici. Is my cum eminent here, or do 
I have a long wait? 

The Chairman. Let me get my batting order here. 

Senator Boxer. You have a long wait. 

Senator Domenici. I do not want to keep him a 
long time, but I wanted to-- 

The Chairman. Actually you follow Senator Bond 
who will come after Senator Kerry, and then we will come 
back to Senator Boxer. So actually there are-- 

Senator Faircloth. How long is your question? 
Maybe they would let you-- 

Senator Domenici. I do not have a question of 
Mr. Greenspan. I just want to state for the record that 
frankly I believe the actions you took over the last three 
or four yeard have a great deal to do with the status of the 
American economy. 

I frankly believe you were subject to some undue 
criticism, but if we have a solid recovery I think it is 
very significantly related to the conduct of the Federal 
Reserve over the last three -and- a -half or four years. 

Maybe President Bush would have liked it 
- differently, and maybe Dick Darman would have, if it all 
could have happened earlier, but nonetheless I think you are 
somewhat responsible so I trust you at least on what you are 
doing now. 
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And by the way, I am going to, Mr. Hove, read 
something to you that is quite illuminating. You had better 
have your lawyers take a look at this. 

When it gets all done doing that, it says: 

"Based on the factual conclusions in the RTC 
Conflicts Report," it says, "we send it to counsel." 

Now I have to tell you, I am going to ask-- 
because you have no conclusion. It just says these are the 
facts. End of the facts, fellows. Now you do with it what 
you want and sends it to counsel, general counsel. 

I am going to ask that j ^epprt and any other 
relevant material that was gathered by those who were 
working on^it be submitted to the Inspector General. As you 
have indicated before, you certainly jrould not see- -I do not 
see how that would impede anybody or anything, but I v 
certainly would feel more comfortable that it goes to the 
Inspector General as opposed to the General Counsel. 

I think it would guarantee the integrity of the 
review certainly in this Senator's mind, and I think in 
others . 

Mr. Altman. Fine. f 

Senator D' Amato. Thank you, very much. I see 
that my time has expired. 

I have another observation to make, and I will do 
that afterward at the appropriate time. 
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Let me ask you this. Prior to this meeting, was 
there any representation, was .there any counsel that was 
being given representing the President's interests or Mrs. 
Clinton's interests, or anyone else that you were aware of 
| as it relates to the matter that you went to brief them on? 

Mr. Altman. No. Not to my knowledge. Nor were 
there any substantive conversations- -subsequent 
! conversations . 

Senator D' Amato. Did anyone- request this 

j 

j meeting? 

Mr. Altman. I requested the meeting. 

! 

Senator D' Amato. Was there any other meeting 
that may have been requested? 

\ Mr. Altman. No. 

i 

Senator D' Amato. There was no other meeting that 
you were aware of that the White House counsel requested? 

Mr. Altman. No. 

Senator D'Jtaato.- Or anyone else from the White 

House? 

Mr. Altman. No. 

Senator D'Amato. Mr. Ickies? 

Mr. Altman.. .L had no subsequent" I received no 
subsequent requests for meetings. 

Senator D'Amato. What about private counsel? 

t 

Did private counsel--! find it hard to believe 
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I think chat is a very important distinction, and 
I think it is important for the economic system and the 
markets to understand what you have just said. 

Senator D' Amato? 

! Senator D' Amato. Thank you, Mr. Chairman. 

Mr. Chairman, I have to say to Mr. Altman that I 
would like to go back to a question that Senator Gramm 

j 

i brought up as it relates to any meetings with White House 
Staff or counsel. 

Mr. Altman, I think you said, that you and an 
official from Treasury sought out Nr. Nussbaum? Is chat 
correct? 

Mr. Altman* Yes, I did. 

Senator D' Amato. Could you tell us why? 

In other words, I have difficulty' understanding 
why it is you felt compelled to seek out the White House 
counsel . 

Mr. Altman. Solely to ensure -- 

Senator D* Amato. Solely to? 

Mr. Altman. Solely to be sure that he understood 
the legal and procedural framework within which the RTC was 

- working. 

If you recall,, as I said, at that time there was 
a February 28th date which was the subject of major 
attention in the Congress and in the press. It is r.oc 
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! we thought would occur, and in fact have been occurring in 
! the balance sheets, got to a point where the economy could 

i 

start to regain its momentum and gain a degree of expansion 
which seemed to be well entrenched, at that point the need 
to have excessive accommodative policies no longer exists, 
i The issue is not do we see inflationary pressures 

| emergina, but what is the reason why we would want to keep 
j the level of accommodation at a point where history tells 
us, if extended indefinitely, eventually does engender 
inflationary pressures? 

So it is the issue- -I would reverse the question. 
Not, do we see inflationary pressures; but what reason would 
we have, once the recovery seems well entrenched- -as indeed 

'! I believe it is- -would we wish to keep an excessively 

1 

accommodative stance? 

That is not a statement which says we are seeing 
inflationary pressures emerging. 

Indeed, as I said in my prepared remarks to the 
, House Committee, when we actually see inflationary forces 
emerging in the way of price changes which are clearly 
evident, the one thing that is sure at that point is we are 
very far advanced in the process. History tells us that 
that type of policy which we engaged in much too often is 
wholly inappropriate to maintaining long-term economic 
stability. 

I 
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i 

i would not be moving to a much more moderate rate of growth 
| was rising. 

i 

The first evidence that that was affecting market 
| perceptions was when the Philadelphia Federal Reserve Bank 
i released its monthly survey which showed a significant 
l increase in prices paid by manufacturers for the month, 
early- -I suspect it is early February. At the point at 
j which that release was made, the long-term rates were very 
slightly above where they had been previous to the February 
4th move. But what occurred following that was a general 
belief that the pace of economic activity may turn out to be 
1 somewhat stronger than most of the people in the market had 
anticipated. 

1 T6 repeat what I said at the House Banking 

Subcommittee, that change in view in the market's perception 
led to a significant backing up of long-term rates, which is 
what typically happens when those types of expectations 
change . 

As I said then, my impression of how one should 
interpret that Philadelphia report is more an indication of 
a pickup in economic activity, because commodity prices tend 
to be reasonably good proxies for new orders, and indeed I 
think that is what essentially that particular report was 
showing . 

It is not a particularly good forecaster of 
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am nearly certain it is 'no,' because as you know it was not 
the RTC that ever had any retainer relationship or other 
relationship with the Rose firm. 

Senator Domenici. But you are kind of the 
natural successor to what went on there. 

I think when you took over you began some 
investigation of that, and we will show you that in a 
minute, but myqueation *■» 

If the FDJC agreed to have# * jLnto 

Madison, would there be any reason why you would not? 

Mr. Altman. I have no objection to the IG's 

— -*•'***«* -A.--. ... .. . 

looking into any matter that he sees fit to look into, or 
that he is requested on an official basis to look £nto. 

That is what he is there for. ’ . 

The Chairman. Senator Domenici, I do not want to 
be arbitrary, but I do want to try to stay on the time clock 
if I can and go back and forth. We will continue until 
everybody has had a chance to cover what they wished to 
cover today. 

Senator Domenici. Thank you very much, Mr. 

Chairman. 

The Chairman. Chairman Greenspan, I want to come 
back to the interest rate situation because we had an 
opportunity to talk the day that the Fed took its first step 
after that was taken. 
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1 ; chance to look at them was inappropriate, and that is my 

2 j choice of words, "disaster." 

3 I think it is inappropriate to release documents 

4 j before we know what they contain. 

I 

5 • Senator Domenici. I thank you. 

I 

6 j Let me quickly move to a couple of other ones, if 

7 | I might. 

8 j Mr. JmNMnjT S' thl&Jr'poir tolci Senator Bond that 

I 4 

9 you would not make available any 1 docuxnenta that "would* have 

10 a negative impadt on the legisratioxf"? 

11 Mr. Altman. No, Z do not think, bo. I think 1^ 

12 said that we would try not to* release- any documents that 

13 would have a prejudicial effect on the investigation. 

14 Senator Domenici. Well, this Committee held 

15 hearings on the failure of the Bank of New England in the 

16 context of an unsuccessful confirmation hearing on Bob 

17 Clark. 

18 This Committee explored in detail transactions 

19 j related to that bank. Voluminous documents were made 

20 available. Maybe this is distinguishable, but it seems to 

21 me that the same question could be asked here. 

22 o£ these documents 

23 for- this JUnd of hearing? * * 

24 MrT^Altman. Senator, we have had- -or I am 

25 advised we-.bava*ha&' a~ couple' of conversations with Mr. 
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submitted it, but as a federal employee and a consultant, 

2 the materials properly were reviewed by his superiors before 

3 being released. 

4 But I think the point is they were released in 

5 | short order. 

6 Senator Domenici. Did the RTC or the Oversight 

7 Board alter, edit, or sanitize this document before 

8 I releasing it? 

9 And let me say, if not, why did Dietra Ford, 

i 

10 j Oversight Board Executive Director, send a memo, and I have 

11 1 that, dated November 30th, to you about these materials 

12 which included the following sentence: 

13 "I am forwarding the enclosed so that you can see 

14 | the original materials and fully understand the disaster we 

15 | narrowly avoided. ■ 

16 That last sentence is a quote. 

17 What was the "disaster" that Mrs. Ford was 

18 | referring to? Was this a reference to Madison? If it was 

19 j not, fine. If it was, I think maybe we ought to know about 

20 1 it. 

21 | Mr. Altman. Senator, you should ask Mrs. Ford 

22 that question. 

23 Senator Kerry. You may not like the answer, but- 

24 ‘ - 

25 Senator Domenici. Well, I just got this letter 

i 

i 

i 
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1 i That involved two hours that was billed on Mrs. 

2 J Clinton's part on that case in which she signed the amended 

3 I complaint . 

4 I As far as we can determine from the records we 

5 had, that was the involvement that she had had, and that is 

6 ! what we released at the time. 

•i 

7 Senator Gramm. Well, if you would take a look at 

8 ! this and just let us know in writing if this was the second 

9 one, how the response was made, who made it, why they made 

10 it, that would be fine. 

11 Thank you, Mr. Chairman. 

12 (COMMITTEE INSERT.) 

13 

14 

15 
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Senator Gramm. And you would make that judgment? 
Mr . Hove . Yes . 

Senator Gramm. Mr. Altman? 

Mr. Altman. Pirip^ot a TT7 SenSTCurr-'We^have 


m Congress. 


, already provided volume^of d 



Senator D' Anj*€o ^f erred at the ^ery beginning to documents 
he received last evening. • Zwotyld have liked him to receive 
them sooner, but we only got th$ request last Friday. 


/ 


\ 


But in tei^ns of --aryl Congressman Le^ch has also 
V received those documentq^Ji^ has had t^hem p6r some time, 
rtf my memory serves, there are-6500 pages. 

^ * , The RTC has been ashed not to make information, 
about criminal referrals in the Madison matter public. It 
is standard practice not to release information of that 
kind, or any other, which might compromise a criminal 
investigation. 

And of course we are cooperating with the 
independent counsel to try to assure that we do not 
release any information which would jeopardize his 
investigation. 

As I said earlier. I would think you would not 
' want us to do that in order that that investigation should 
proceed as it should. 

Senator Gramm. Mr. Chairman, if I could have 
your indulgence, I have got here a text of a newspaper 
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We pointed 

| out the errors cf that article, that it was not an FDIC 
| matter, exactly the same thing that I responded to Senator 
| Faircloth. 

| Senator Gramm. And to the best of your 

] knowledge, you have had no other communication? You and 
j your staff have had no other communication with all the 

a 

j people that I listed? 

Mr. Hove. That is correct. 

Senator Gramm. Let me pose the same question to 
Mr. Fiechter and to Ms. Ford. 

Mr. Fiechter. To the best of my knowledge, I 

know I have, and CTS staff has had no communication 

i 

j whatsoever with anyone from the White House about this, or 
that list that you included in your question. 

Ms. Ford. Neither the Oversight Board Staff nor 
I have had any involvement in this matter, 
j Senator Gramm. Let me raise a second question. 

It is a thing that I have tried to understand in looking at 
| where we are and what we need to do to get on with finishing 
this matter. 

Part of the problem that we have had in the past 
with regard to Congressional hearings and Congressional 
involvement really involves two things. 

One has been the granting of immunity by 
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1 'I said, fine, that was it. 

2 | I have not had any contact with the President of 

2 the United States or the First Lady on any matter like this. 

4 1 Senator Gramm. If I may, let me pose the same 

5 question to Mr. Hove. 

6 Have your or any member of your staff had any 

7 communication- - 

8 The Chairman. Mr. Hove, let me just- -I do not 
5 know if you know this question is being addressed to you. 

10 Senator Gramm. Have you or any member of your 

11 staff had any communication with the President, with the 

12 First Lady, with their representatives, including legal 

13 counsel, with members of their White House staff, concerning 

14 Whitewater or Madison Savings & Loan? 

15 Mr. .Hove. Our Director of the Office of 

16 Communications at the FDIC had received a call from a press 

17 person at the White House after the second article appeared 

18 in The Chicago Tribune regarding the First American issue. 

19 They asked, did we have any statement? And the 

20 response given to the White House was, no, we did not have 

! 

21 any statement. 

22 " Senator Gramm. So they were asking you to 

23 respond to the press statement? 

24 Mr. Hove. It was Mrs. Clinton's attorney. 

25 Senator Gramm. Mrs. Clinton's attorney called 
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chance' to question, so we will go back and forth. 

Senator Domenici. Well, go ahead. Are you going 
to keep it brief, Senator, and short? 

Senator Gramm. No. 

(Laughter. ) 

The Chairman. Senator Gramm. 

Let me begin. I have just got a 
simple question that I want to ask of most of the members of 
the panel, and let me just read it. 

I want to ask you first. 

c onrain 1 th»-Pre*ident, the First Lady, or^AnjTlf 

their representatives^ J.njcl'i^ing. they .legal counsel, or any 
member of their White House staff, concerning Whitewater otj 
the^ Madison Savings & J^g§ui? 7 

Mr. Altaian. 1 have had one substantive contact 
with White House, staff , and I want to tell you about it . 

Senator Gramm. r * given that 
'yes,' I would 1 ike toTchow wKat tfiT sujbltt ante of the 
i^Bj83jiiSaMiiwi inn irtirn it occ u rred, who initiated it, and 
what yoyjMra^adteed^to do. 4 

Mr. Altman. USTVf 1 «hl7" rf X*^BSItIat ed i£. 

About three.. weeks ago, Jean Hansen, who is 
Treasury's rnM—>i. r nri X. requested, a meeting with 

Mr. Nussbaum^he«i» the>-imite -House. Counsel,.. 
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1 ! to read three or four different lines here that appear at 

2 J different places. 

3 Here is the first one: 

4 ! "The Attorney General has appointed this 

5 j Independent counsel to investigate whether any 

6 | individuals or entities have committed a 

7 violation of any federal criminal or civil law" 

8 j and it goes on in that vein. 

I 

3 ( Then over on the next page it says again, "... have 

10 committed a violation of any federal criminal or civil law 

11 1 relating" to. And then it says "... a violation of any 

i 

12 federal criminal or civil law" . And it says it one more 

13 time further on down the line here. 

14 j So it is clear. My interpretation of this is 

15 that it does not relieve any regulatory body of any proper 

16 | actual efforts that it should properly undertake and 

17 determine to undertake, but it says that the Special Counsel 

18 : clearly has the authority to move down both tracks if in his 

19 j judgment he should find that that is warranted- -and it is a 

20 very important fact. 

21 j (The information follows.) 

22 

23 

1 

24 

25 

! 
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1 I ~ Secondly, I make a quick point, and I beg the 

2 j indulgence of my colleagues, by stating that I think that if 

3 ■ you notice at least where I have been attempting to take 

4 j this, and I think some of my colleagues, to ascertain what 

5 j if anything did the RTC, did the FDIC do in connection with 

6 ! these matters? 

| 

7 j That is not at variance with the charge of the 

8 | Special Counsel. We are not, in attempting to find out what 

9 was done and what was not done, in any way disturbing his 

10 ■ investigation. 

11 1 I think we have an absolute right to know what 

12 was done. We have an absolute right to know the 

13 appropriateness of the actions. 

14 ■ Senator Boxer. Mr. Chairman, may I have a point 

15 of procedure? 


16 

Senator 

D' Amato. 

I would like to 

finish- - 

17 

Senator 

Boxer. 

Whose time are we 

on now? I have 

18 

j lost track. 




19 

i 

| Senator 

0' Amato. 

I am going to do it. one way or 

20 

| the other- - 

i 




21 

Senator 

Boxer . 

I do not have any 

objection to 


22 'your doing it; I am just confused. Is this Mr. Faircloth's 

23 time that you are on? 

24 Senator Domenici. He had no time left. 

25 Senator Boxer. Or is this added time, so we can 


I 

I 
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The only contact we have had on the First 
American Savings & Loan and the Lassiter case was a press 
contact that came as a result of an article that appeared 
first m The Chisago Triaune- 


5 
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We responded to that saying exactly what I have 

! told you, that this was not an FDIC issue, that it was in 

1 

fact a FSLIC issue that occurred before FDIC ever became 
| involved in any FSLIC issue. 

The issue was settled. The settlement was made 
before FDIC ever became involved in this issue. 

Senator Faircloth. All right. But would the 
statute run on it? Could it be opened by the Special 
Counsel? 

Mr. Hove. I have not any idea. That is a 
question I guess I would have to ash my attorney. 

Senator Faircloth. Ask him. 

Mr. Hove. I do not know. 

Senator Faircloth. Thank you. 

1 

The Chairman. I will repeat again, and you will 

} read it from this Federal Registry: 

i 

The Independent Special Counsel has two 
authorities. One authority is for criminal prosecutions. 
The other authority is to proceed with civil actions. 

Now the civil authority does not relieve any 
ether regulatory body of whatever civil action they might 
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I Clinton and her work in the Dan Lassiter and First American 
I Savings & Loan, that you found her completely innocent. 

; Mr. Hove. Senator, let me talk about that issue, 

because that was not an FDIC issue. That was not an 
investigation or a review that the FDIC has done. 

That was an issue that happened before FDIC ever 
1 became involved. That was an issue between the old FSLIC, 
the old Federal Savings and Loam Insurance Corporation, and 
the failed Savings & Loan, First American, in Illinois. 

They had filed a suit against Lassiter. They had 
settled that suit before FDIC ever became involved in that. 

i 

] It was an issue that had happened way before FDIC ever 
' became involved in it. 

•1 We have not reviewed that. 

I 

We have 1 coked at - - 

Senator Faircloth. Excuse me. May I ask one 

i 

quick question? 

Mr. Hove. Yes, sir. 

Senator Faircloth. Who settled it? Mrs. Clinton 
and Foster? It was settled? You say it was settled by Mrs. 
Clinton and Foster? 

Mr. Hove. I am not sure that it was settled by 

I 

Mrs. Clinton. Mrs. Clinton's involvement was to sign an 
| amended complaint for Mr. Foster that amended the complaint 
from the Savings & Loan against Lassiter. That was her only 
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Division's report? 

Mr. Hove. I have not. 

Senator Faircloth. Are you aware of any 
communication between Webster Hubbell and an FDIC official 
in the General Counsel's office regarding Mr. Hubbell 's role 
in the Legal Division's then-pending investigation and 
report? 

Mr. Hove. Yes. Our Legal Division has had 
conversations with Mr. Hubbell. 

Senator Faircloth. Are you aware of any 
communication between an official in the General Counsel's 
office in Washington and the FDIC official in the Kansas 
City, Missouri Field Office regarding Webster Hubbell' s role 
in the then-pending investigation and report? 

Mr. Hove. No, I am not aware of that. 

Senator Faircloth. Would you be willing to let 
the General Counsel's Office release their telephone records 
for the week of January the 24th through January the 3 1st? 

Mr. Hove. Senator, we are willing to release any 
non- confidential information that would be generally 
available to the public. 

As you might know, many of these things would be 
privacy concerns, and we would be concerned about releasing 
those without redacting. 

Senator Faircloth. So you would not release 
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some questions. 

(Laughter. } 

Senator Faircloth. This is in sympathy with Mr. 

Altman. 

I have bought and sold many a piece of land in my 
life. I never bought one that somebody did not tell me I 
paid way too much for it, and I have never sold one that 
somebody did not come immediately and tell me I should have 
gotten a lot more. But I survived. 

(Laughter. ) 

Mr. Altman. And you probably did very well. 

( Laughter . ) 

Senator Faircloth. Chairman Greenspan, I think 
two things. If we get nothing else out of all of this 
conversation, I believe it will demonstrate to the American 
people, and maybe to the Congress as a whole, that we need 
to keep the Federal Reserve, the Comptroller of the 
Currency, the Office of Thrift Supervision, and the FDIC as 
separate entities. It is well -spent money to have them 
separate, about the taxpayers' money, to keep it as it is 
and not be consolidating it into a political position. : 
hope that is it. 

As Senator Sarbanes mentioned on your increase in 
interest rates and inflation, I have observed over the years 
that inflation is somewhat like Alzheimer's Disease. You 
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according to his own testimony, he defined in effect the 
grant of authority. 

I have not quoted it, but the Attorney General is 
| very clear here in her statements that he has a full scope 
to proceed as he deems necessary, and to call upon any 
j resources that he thinks are advisable. 

It seems to me that we have put the matter where 
it ought to be put. 

Now there was some delay in getting to that 
j point. I understand that. But that is the point we are at 
now, and it seems to me that that ought to be reassuring to 
the American people, that this matter will be looked into 
thoroughly and comprehensively, and that Mr. Fiske and his 
I associates- -and he is now in the process of putting together 
I understand a rather large and first-rate staff- -will get 
! to the bottom of this matter. 

I think it is very important that that be put on 

the record. 

I thank the Chair. 

The Chairman. Thank you, Senator Sarbanes. 

I made reference earlier--! will just take one 
moment before calling on Senator Faircloth--I made reference 
earlier to the actual legal charter of the Independent 

Special Counsel Fiske which is published in the Federal 

I 

Register on Friday, February 4th, and I have read it. 

l 
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with respect to your own responsibilities. 

I do not know how you could be expected to assume 
the responsibilities o£ others, so to speak. 

Mr. Altman. (Nods in the affirmative.) 

Senator Sarbanes. Mr. Chairman, I just have one 
comment about the constant reference here to Madison, nd 
Whitewater, and so forth. 

That is, that an Independent Counsel has new een 
selected. I read the transcript of his press conference 
with the Attorney General when it was announced. 

Actually, as I understand it, or as he said, he 
|| defined the scope of the investigation. In fact, he says: 
j "I am tcjtally satisfied that I will have the 

independence and complete authority to do this job right." 

And then the resolution by which his jurisdiction 
is defined- -this is Robert Fiske now I am talking about: 

"This resolution has been drafted broadly. It 
was drafted by me to give me the total authority to look 
into all appropriate matters relating to the events that 
bring us all here today." And he then go on to specify 
that. 

Now of course I think Fiske is regarded highly. 

! In fact. Senator D' Amato called him "a man of unflinching 
! and uncompromising integrity. He is the kind of person who 
will bring out the truth for the American people so there 
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Senator Sarbanes. Well, I am glad we found the 
! explanation for it, Mr. Chairman. 

Senator Kerry. You know, Mr. Chairman, if you 
said something really interesting now about interest rates, 
you could functionally terminate this hearing and relieve us 
all. 

| (Laughter.) 

Senator Sarbanes. Mr. Chairman, : know that is 
j not the focus of today's hearings, but I thi: k this matter 
| is of such importance. 

• The Fed of course is urging the Con ress to stay 

{ the course on fiscal policy. I happen to agree with that. 

I think we ought to stay within the constraints of the 
| agreement that was reached last year, and I expect that we 

: will. 

! 

| But by the same token, it is my own view that the 

Fed should have stayed the course on monetary policy 
j certainly until we had greater assurances that real growth 
] was taking place in some lasting and permanent way, and some 
i evidence that one can look to that indicates that we are 
: beginning to get some kind of an inflationary problem. 

Now, Mr. Altman, I just want to put a couple of 
questions to you. 

Earlier you were questioned by one of my 
colleagues on the other side who went through a list of sort 

| 
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Now just today, Hobart Rowen, one of our Nation's 
most perceptive economic commentators, has an article in The 
Washington Post headed "The Fed Meddles," and I just want to 
! quote from it briefly: 

; "As it has many times in the past, the Federal 

Reserve Board is taking the country down the. wrong road by 
raising interest races. It has violated the dictum, 'if it 
ain't broke, don't fix it,' and as a consequence the smooth 
j recovery from recession chat has cheered business and 
1 consumers over the past year is being threatened. Fed 
! Chairman Alan Greenspan told the Joint Economic Committee in 
widely analyzed testimony January 31 that the Central Bank 
which had allowed interest rates to fall to record lows 

j would not change policy to slow economic growth. But four 
days later on February 4th, the Fed raised short-term 
j interest rates by one-quarter of a point in a 'preemptive 
1 strike' against future inflation. To make sure there was no 
doubt in the markets that the Fed had decided to interrupt 
the easy money pattern, Greenspan publicly announced the 
move. In new testimony this week, Greenspan failed to 
justify the Fed's action. He admitted that there was no 
discernible inflation; that wages are not moving up; that 
| there is virtually no fear that the economy is growing fast 
j enough to make over -heating a danger." 

Now the whole problem here- -and this is to close 
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would faise long-term rates. 

The Chairman's position has been, as I understand 
it, that when short-term rates go up, long-term rates would 
initially rise but that within a few weeks or so they would 
settle back down to a level near where they had been when 
short-term rates were raised. 

We then contacted the Fed for the analysis that 
in effect was the underpinning for this statement. We have 
had difficulty getting that analysis, but it has finally 
been forthcoming. 

The Fed says, and I quote, the Fed staff: 

"As you have noted, short and long term rates do 
tend to move together." 

They then go on to make a rather subtle argument 
that, to the extent that the Fed is ahead of the curve, the 
response of long-term rates is less than when the Fed is 
moving too little too late in responding to a buildup of 
inflationary pressure. 

So in a sense they are shifting, as I understand 
it, the position that was asserted to me by the Chairman. 

On the morning of February 4th when the Federal 
Open Market Committee raised the Fed fund rate frcm 3 to 
3.25 percent, the 30 -year bond rate stood at 6.30 percent. 

Since that time, long-term rates have riser, 
steadily. As of the close of business yesterday, the 31* 
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1 the price; and that if I would simply submit a bid for this 

2 J price. I would be guaranteed to get it; that the RTC would 

3 ] not entertain any other request a. 

4 I turned it down, as I say, for the reasons I 

5 have described, although I will say to my colleagues that 

6 the Ethics Committee told me I need not have done that, I 

7 could have made the investment. 

8 I decided to avoid the stamping of feet later on 
3 in some future campaign in Utah. I would not run the risk. 

10 But it was my understanding that the people who did 

11 ultimately pick up the property did it for the price we were 

12 told was the price. We were told, yes, this is technically 

13 an auction. There will he a sealed bid, but this is the 

14 sealed bid we want. And if you submit it at that price, we 

15 can guarantee that you will get it. 

16 Mr. Altman. 1 would like to make two points. 

17 The first is: That is not how it is supposed to 

18 work. If it worked that way, taking your comments m their 

19 entirety, it should not have. 

20 Second: The RTC does reserve the right to reject 

21 bids and to establish in effect reserve prices, or floors. 

22 'So it is not the case- -it is not always the case that 

23 whatever the high bid is. it is accepted. 

24 But there should never be an auction where any 

25 such indication or any such knowledge is provided 
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| you sh&uld pay attention to. So I would ask you to review 

! that. 

% 

Now I make reference to continuing sales. Again, 

! this is a personal circumstance. I have had a number of 
.j people come to me in Utah and say: 

Here is a marvelous investment opportunity to 
pick up at fire sale prices properties that can be 
| enormously valuable. I have decided finally to divorce 
myself from having to make any investment decisions, and I 
i have put all of my assets in a managed trust and trust the 
trustees of that trust to make those kinds of decisions. 

But I said to them, I cannot personally invest in 
this because I sit on the Banking Committee and it is 
• involved in oversight of the RTC, and these are RTC 
properties . 

But I did, prior to creating the managed trust 
for my assets, go through the process of looking at them. 

! As a businessman, I can say you really are moving them very 
! rapidly because it struck me that some of the prices were 
I indeed unduly low, and that the RTC could in fact have 
j gotten a better price almost as quickly, if not just as 
-quickly, as they were getting for some of these properties. 
Do you have a sense on that issue? 

I am not accusing you of anything. I simciy want 

i 

you to talk about it. 

| 
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find out: who is behind this and tell the truth." 

And I kept getting told: 

This is a third-rate burglary that nobody cares 
about . I am sure on a list of breaking and entering this 
would have --the Watergate breaking and entering would have 
been considered very, very minor. 

And people kept saying to me: No, no, it will 

all blow over. Well, it was members of your party, Senator 
aoxer, who kept stamping their feet and kept the thing up. 

A special prosecutor was appointed whom, in my 
recollection, was a Democrat. I think Mr. Cox did not have 
very good Republican credentials when he was appointed to 
that circumstance. 

Senator Kerry. He was a Republican, one of the 
good ones from Massachusetts, but he was a Republican. 

Senator Bennett. He was a Republican? I knew 
his law partner. He was a Democrat. 

(Laughter. ) 

Senator Bennett. We need not beat this further, 
but I do hope everybody understands that when there is an 
allegation of wrong doing, the smartest thing any politician 
can do is get all the facts out on the table. 

I have tried to do that when I have been accused 
of making mistakes. I have discovered that the very best 
thing you can do politically is not try to cover it up, and 
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1 ' The Chairman. Did you want to say something? 

2 Mr. Altman. No, no. I just wanted to note to 

3 Senator Boxer we would respond to that question you were 

4 | asking. 

i 

5 j Senator Boxer. Thank you. I really look forward 

6 to seeing that for those six institutions. 

7 , Thank you. 

8 :j (COMMITTEE INSERT.) 

9 

10 

11 

12 

13 

14 

15 

16 
17 
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was granted. And we do not know the end result. But what I 
see happening here, Mr. Chairman, is that the people are 
still stamping their feet as if nothing has been done. 

Something very important has been done. A lease 
has been taken on offices for something like four years. 
Eight attorneys are looking at this whole situation. Every 
question that has been asked by my colleagues is being 
looked at not by a Democratic prosecutor, as Senator Kerry 
has pointed out, but by a Republican prosecutor and someone 
who I believe has the faith of the American people, if not 
some of the Senators here today who seem to want to 
interfere in that investigation. 

The Chairman. Senator Boxer, I might :*ast say 
that you may or may not have seen this in this morning's 
Washington Post , but there have been 25 FBI agents assigned 
to work with the Special Counsel, in addition to that legal 
staff that you cite. 

Senator Boxer. Yes. 

And, Mr. Chairman, I have to say that gives me 
great comfort. As much as I respect my colleagues' skill at 
questioning and badgering, I would rather have this matter 
handled by someone who is so well respected and cannot be 
accused of partisanship as my colleagues on the Republican 
side here could be, or I could be, or Senator Kerry could 
be . 
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1 | appreciate knowing chat. 

I 

2 j Because I do have a big concern about the scams 

3 that were going on at that time. 

i 

4 Mr. Hove. Senator, many of these cases probably 

5 ■ were the RTC cases and not the FDIC. The reason that we had 

6 j this case was that we inherited the FSLIC cases in late 1988 

7 * or early 1989. This one came to us at a window of time 

8 j prior to RTC' s being created. 

5 So I think that your request might better be 

10 directed toward the RTC. 

11 Senator Boxer. Well, then I will make that 

12 request to the RTC and ask that we have that report. 

13 Would I make that to Mr. Altman, or Secretary 

14 Bent sen ^ 

15 Mr. Chairman, who do you think would be the 

16 appropriate person? 

17 The Chairman. Well, they both are hearing it. 

18 Mr. Altman. Yes. 

19 (Information to be furnished.) 

i 
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We also have a responsibility in regard to any 
case to obtain all the necessary materials for purposes of 
making a litigation decision. So any documents that the 
legal staff at the RTC believes would pertain, or would help * 
it reach a conclusion on a litigation decision cn this or 
any other matter, it makes a maximum effort to obtain. 

Senator Bond. But on that, you have no knqwledge 
of the specific question I asked about the record^ 
potentially in the possession of Mrs. Clinton? 

Mr. Altman. None whatsoever. 

Senator Bond. Thank you, Mr. Chairman. 

The Chairman. Senator Boxer. 

Senator Boxer. Thank you, Mr. Chairman. 

I .want to pick up on where Senator D' Amato left 
off with Mr. Hove. 

Mr. Hove, we a Bush appointee, you were familiar 
obviously with the laws in those days regarding conflicts of 
interest, and you said that at that time there had to be a 
direct conflict of interest, and the appearance of a 
conflict of interest now is considered important; but at 
that time, that is not the way things were done? 

Is that correct? 

Mr. Hove. That is correct, Senator. 

Senator Boxer. So the law was strengthened, and 
now you have to look at the appearance of a conflict cf 

Ace-Federal Reporters, Inc. 

Nationwide Coverage 

:0:-347-3700 >)00-336-<>646 41 CM**-:??? 

/me 



5157 


178540404 

~WBeach 


111 


1 to you there are any missing documents? Or has anybody 

2 discovered any £iles missing or unaccounted for? 

3 Mr. Altman. No. 

4 j Senator Bond. You are absolutely sure-- 

5 | Mr. Altman. No. Your question was: Has anybody 

6 j indicated to me. 

I 

7 Senator Bond. All right. 

8 1 Mr. Altman. The answer is, "no." 

9 Senator Bond. Would you inquire of your Records* 

10 Management Agency whether they have either (a) been given 

11 instructions about the handling of documents from somebody 

12 cfytside; or, if they have found any evidence of missing 

13 documents, or find that there are documents apparently J 

14 missing, if you would inquire of that and advise us if you ^ 

15 do find that there is such information? j 

16 Mr. Altman. (Nods in the affirmative.) 

17 The Chairman. I think the stenographer should 

18 , note that he is nodding in the affirmative. 

19 Mr. Altman. "Yes." 

i 

20 Senator Bond. FifHWpC* RTC release 

21 "the ~ init ial September 1992 referral to the 

22 Department of Justice, and copies of the second referral on 

23 October 1993? * 

24 Mr. Altman. Senator, we are not in a position to 

25 release any documents that could have a negative impact on 


Ace-Federal Reporters, Inc. 

Nationwide Coverage 

202 - 347-3700 300 - 336-6646 410 - 684-2350 





5156 


: "*8540404 
~WBeach 


2 

3 

4 

5 

6 

7 

8 
9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 


109 


1 

' Senator Bond is next. 


■I 


Senator Bond. Thank you very much, Mr. Chairman. 
1 Mr. Altman, are there special measures taken in ' 
i the resolution of a failed thrift when you find it to bd 


! a f f ill at ed with a higli^o^l^ / Someone in 

i government, for example? . 

Mr. Altman. The procedures, Senator, which the 
! RTC follows are intended to be identical in each case; and 
they certainly have been identical in the case discussed 
this morning. 


Senator Bond. After you discovered that the f 
President of the United States's name might be mentioned ip 
a criminal referral being made by your agency, did you take 
any steps to ensure that documents created in the case were 
protected and preserved? y 

Mr. Altman. When the possibility of a criminal 
referral was brought to me, I took one step. That was to 
. instruct all of the relevant RTC personnel to handle any 
| judgments about criminal referral in the same exact fashion 
' that they would be handled in any other PLS matter with no 

! l 

deviation whatsoever. 

- As far as documents are concerned, the same 

thing. 

Senator Bond. You instructed them to handle phe 
documents in the same way? 


Ace-Federal Reporters, Inc. 

Nationwide Coverage 
:0:-i47-3700 800-336-6646 




410 - 064-2350 



5155 


0404 

each 


2 

3 

4 

5 

6 

7 

8 

10 


13 


14 

15 


17 

10 


20 


I 107 

J 

j 

a sense' of chat. 

It is my understanding that you were going to 
take a look at this question of sort of why the recovery 
rate may or may not have been low. Have you been able to 
draw any conclusions as to that? 

One of the things I heard is that a lot of the 
attorneys who came on believing that they were going to be 
able to engage in recovery grew so frustrated at not being 
able to do so in the early years that they left. 

I do not know if that is legitimate, or if you 
have found other reasons, but could you share with the 
Committee what if anything you may have discovered with 
respect to the recovery process? 

Mr. Altman. As I said in my opening comments, 
the entire PLS area has been a troubled one. There have 
been complaints from both ends of the spectrum about over- 
zealousness and about inadequate pursuit. 

We have had, as GAO in its report noted, a high 
degree of turnover and difficulty recruiting and retaining 
experienced attorneys because of the temporary nature of the 


R7C. 


22 ' After all, here we are with less than two years 

23 tc go. 

24 Senator Kerry. Currently that is true. What 

25 about in the late 1580s? 
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i is even more important that this Committee guarantee down 

•i 

! the road we investigate everything. 

i 

I am not sitting here saying something may not 
| have taken place. In point of fact, there may be some 
| indication that some folks outside of the White House may 

1 have some questions to answer, but there is no evidence 

i! 

| whatsoever with respect to policy or taxpayer money of any 
1 decision made by the President of the United States that 
warrants this kind of inquiry. 

Now let me ask you, if I may, Mr. Altman and Mr. 
Secretary, perhaps you can share with me, because one of our 
| concerns is not just Madison but a whole lot of other 
institutions. 

| I think 42 percent of the total losses fall in 

Texas alone. There is a serious question about professional 
} liability with respect to those institutions. 

I would like to know: 

To-date, what is the total amount of money 
recovered to- date-fronudirectprs. ,or> of f icers-.Qf theser# 
institutions nationally?*' J 

Mr. Altman. $640 million, Senator. 

S enatoiT Terry. $640 million? 

Mr.- Altman. I meant from institutions. From 


institutions. 

i 

Senator Kerry. And that is recovered through 
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I 

1 ~ There is no sitting Presidential decision here. 

2 There is no issue of Presidential policy here. There is no 

3 issue of taxpayers being cost money by an action taken by 

i 

4 i the President of the United States at this time. 

5 j This happened in 1982 and 1986, before they 

6 I became President. 

\ 

7 Now an individual died, and there is an 

8 I investigation into the death of that individual, and what 

9 • may or may not have happened is a fair question with respect 

10 to the death. And that is being investigated by the first 

11 Special Prosecutor of an opposing party that I can think of 

12 , in my public memory in public office that has been 

13 appointed. 

14 That is the clear distinction here, and it is a 

15 very real distinction. 

16 No taxpayer money. 

17 No public issue of policy. 

18 No decision of a sitting President of the United 

I 

19 States with respect to what this Committee has oversight on 

20 I and is here for today. 

21 The question is legitimate: 

22 ' What took place? 

23 Were there relationships previously? 

24 These are important as to all these banks. It is 

25 fair for the Special Prosecutor to proceed on that, and it 
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j appointed to your position by President Bush, were you not? 

Mr. Hove. That is correct. 

Senator Kerry. So you are a holdover from the 

j 

•j Bush Administration. 

-i 

j There is no special affiliation you have with 

j President Clinton? 

Is that correct? 

i 

Mr. Hove. Correct. 

Senator Kerry. I think it is a fair issue always 
as to what the level of review is as to any institution, if 
it takes place, and I have certainly shared a public 
expression of concern about what the Inspector Generals have 
done or not done. 

But I would like to see if it is going to be done 
as to Madison, I really want to see it done as to Columbia 
and as to some of the others. I just think we ought to 
cover the board here. 

, Secondly, I would want to point out the 

I distinction here which we keep missing. One of my 
| colleagues earlier said that if this was President Reagan 
. who did this and it was Silverado and so forth, we would be 
screaming. 

Those were sitting Presidents who made sitting 
decisions regarding a policy at that moment in time that 
cost the taxpayers a lot of money. 
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• - It would seem to me that, without counsel coming 

•i 

j to you and saying, well, you know, you can Riegle-out by 
saying that the Committee has to ask. 

' I appreciate the Chairman's response, I really 

i d °- 

I just make that observation, Mr. Hove, that I 

.1 

find your response totally unacceptable. 

■I 

| Senator Boxer. Mr. Chairman? 

The Chairman. I want to move ahead to Senator 
Kerry who is next. 

If you want to make a response, please do. 

Mr. Hove. Yes, I would like to. 

First of all, all of the documents, everything 

that we have discovered, is available to the Special 

•I 

Counsel, and we will make that available to the Special 
Counsel . 

I will commit to you that I will ask the 
I Inspector General to undertake an investigation. 

; Senator D' Amato. Thank you. Thank you, very 

j much. 

I think you have done the Administration a 
-service, yourself, the FDIC, and I applaud you for that. 
Thank you, Mr. Chairman. 

The Chairman. Senator Kerry. 

Senator Kerry. Mr. Hove, you were originally 
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you for the matter in which you have handled this. 

But I have to tell you something. 

I wonder why, when I asked a question to just 
know would you undertake this and, Mr. Hove, before you 
answered the fellow behind you with the glasses who has got 
all his hair that 1 wish I had, came up and told you what to 
say. 

Now can I ask what is your title and what is your 
responsibility? 

Mr. Jones. I am Douglas Jones and I am Acting 
General Counsel. 

Senator D' Amato. You are the Acting General 
Counsel. Well you would know whether or not you are going 
to ask, it seems to me, for this to be reviewed. 

It is a matter of you seeing that the propriety 
of this report, the integrity, the correctness of it can be 
substantiated. 

It would seem to me that you would want to do 

that . 


Ace-Federal Reporters, Inc. 

Nationwide Coverage 

2Q2-347-37CO 800-336-6646 410-684-2550 


/Z6/0 



5149 


100 

inspector general to review this matter? 

That is the question. 

Mr. Hove. I will do that if the Committee 
requests it. 

Senator D'Amato. Well, Mr. Chairman, I would, at 
this point in time, move that we ask that this matter be 
reviewed by the inspector general . 

This is not going to interfere with any federal 
prosecution that is taking place, but it is a question of 
ascertaining whether or not we are getting the facts. It is 
a question of whether or not legal counsel has analyzed all 
the documents . 

I do not know, I read in one news account that 
says that no documents were received as part of the FDIC's 
internal review. I do not know whether that is true or not, 
but that is certainly something I intend to pursue. 

The Chairman. Let me just respond to your 
question, because the time is up, and I want to stay within 
these time periods, or we will not be able to move any at 
all here in an efficient way. 

Let me take your request under review. I am not 
sure but what a request from a single Senator is sufficient 
in asking for an inspector general review. I do not know 
without looking at our past practices and precedents. 

Senator D'Amato. And Mr. Chairman, let me thank 


Ace-Federal Reporters, Inc. 

Nationwide Coverage 

:o:-347-3rOO hXMVhjM* 410-o*4-25?0 





5148 


78540101 

~ T B/aeh 


1 99 

1 chink ic is appropriate chat it be submitted to the 

2 j inspector general? 

3 Yes or no? 

! 

4 Mr. Hove. Senator, we have been reviewing this 

5 : to review our procedures, to review our procedures with 

1 

6 conflicts, with conflicts not only with the Rose law firm 

•j 

7 but every law firm that we deal with. And our procedure is 

8 to deal not only with the actual conflicts but also to deal 

9 with the appearance of conflicts. 

10 And in this case, had we done that, had we dealt 

11 with the appearance of conflicts, it is likely t the 

12 appearance would have been different. The conclusion may 

13 have been different. 

14 But Senator, this has been several years ago. At 

15 that time, we had many cases coming into us as a result of 

16 the savings and loan failures, and the conflict, under the 

17 rules that we were dealing with at that time, did not 

18 present any conflict of interest from the Rose law firm 

19 suing the Frost accounting firm. 

20 Senator D' Amato. What we are doing today, today 

21 you are saying there may be a conflict back then because 

22 they did not have clear rules spelled out. 

23 Now let me tell you, whether it smells today and 

24 it smelled then, I do not want to get into this legalese 

25 that it may be. I want to know if you are going to ask the 
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~ Mr. Hove. I would do chat if the Committee 
requested that. 

Senator D' Amato. Well, I ami requesting it, and I 
would suggest that you would not need the Committee to ask 
you to do this. I suggest to you that it is your job to do 
it. I would suggest to you that when you have such obvious 
areas of conflict -in this report, and you are saying that 
there was no close relationship, when you are suggesting 
that Mr. Hubbeil was not in a position to give any 
information to his father-in-law, that it is incredulous. 

And if you do not have an inspector general look 
into something like this, then what do you have him for? 

And what do you have? You have staff people who 
make this kind of determination? 

Now, I have to tell you, you will be doing 
yourself and the FDIC I think a great, great damage if you 
just think that you are going to let it rest on this eight 
pages of sophomoric legalistic mumbo- jumbo that does not 
hold water. 

And I just looked at this report. I have had 
some occasions to see it in the newspaper. This is the 
-first time I had an opportunity to review it personally this 
morning, and it is shockingly inept. 

Now question, do you intend, not by way of this 
Committee instructing you, to put this matter and do not you 
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an issue that was in a scace agency and not with the Federal 
government. It was not with the FDIC, and our case was not 
against Madison. Our case was against the Frost law firm, 
the Frost accounting firm. 

Senator D'Amato. In addition, we find no 
evidence that the firm had a close relationship with the 
S&L, which might call into question its independence. 

I mean, are you serious? I mean that is a 
conclusion that was made. Now let me tell you, it was made 
by your legal department. 

Let's go on to something else. 

As part of last year's RTC Act, you have an 
inspector general that was created in the FDIC. Was the 
FDIC inspector general involved in this review? 

Mr. Hove. No, sir. The review was started at 
your request, if you will recall. I had indicated to you, 
in my confirmation hearing, that we were undergoing a review 
by our legal division as to what was the policy, the 
conflict policy that may be in effect between the Rose law 
firm and the FDIC in the lawsuit that Rose was doing for the 
FDIC against the Frost accounting firm. 

Senator D'Amato. Let me ask you this. Do you 
plan to ask the Inspector General's office to analyze the 
procedures used by the FDIC legal staff in conducting this 
internal review and in essence to review this matter? 
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Take a lock at chat last paragraph and let me 
! know whether or not your people, in conducting this review, 

1 have seen this, goes back to 1989, and the person who sends 
j it says it would be naive to think that Mr. Hubbell would 
i not pass this information onto his family. 

! Mr. Hove. But let me respond by saying that even 

if he had, the issue between Mr. Ward, who is Mr. Hubbell' s 
I father-in-law, and the Madison Guarantee had been already 
decided and Mr. Ward had a judgment at that time against 
Madison. That case was on appeal. And therefore any 
information that Mr. Hubbell could obtain, even if he would 
I obtain it and give it to his father-in-law, would not be 
admissible, would not be in the appeal process, even if he 
j had the information to give him. 

Senator D' Amato. Mr. Hove, let me ask you, did 
' you read page six, the bottom of your report, because we do 
not have much time, and I sun going, it says we find no 

evidence that the firm had a close relationship with the 

I 

S&L? 

Do you really believe that to be the case? Do 
you really believe that a monthly retainer that Hillary 
" Rodham Clinton had did not establish a close relationship? 
Are you really suggesting that there was none? Is that 
credible in light of what you know? 

Mr. Hove. Her relationship with Madison was on 

i 
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Page six, at the bottom. In addition, we have 
| found no evidence that the firm had a close relationship 
' with the S&L which might call into question its 
independence . 

I mean, I have to tell you, given the information 

! 

that your people were reporting back to Mr. O'Donnell FDIC 

i 

S&L project area coordinator, August 10, 1989, given this 

■i 

j incredible, I would say the FDIC makes an assertion that the 
Rose Law Firm did not maintain a close relationship with 
Madison Guarantee. That is incredulous in light of the fact 
that they had a monthly retainer with them for 15 months for 
several years earlier. 

I mean how do you come to this conclusion? 

Let me ask you one other thing. 

Is it true that no documents were reviewed as 
part of the FDIC's internal review, which was conducted by 
your law department? Is that true? Do you know? 

Mr. Hove. Let me respond to your questions in 
the order that you gave them. 
i You first talked about Mr. Hubbell and his 

relationship with the suit with the Frost accounting firm. 
Senator D' Amato. Have you seen this memo? 

Mr. Hove. I have not seen that memo. 

Senator D' Amato. Will the staff give a copy cf 
this memo to Mr. Hove, please. 
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Senator D' Amato. Than* you, Mr. Chairman. 

I 

Mr. Hove, on August 10, 1989, there was a letter 

! 

: written to Mr. John O'Donnell by Ken K. Schenck, a credit 

| specialist. I do not know whether you have seen this letter 
j in your reviews of this whole matter, 
j Just let me read you the last paragraph. 

In the process of our suit against Frost & 

1 Company, we will most certainly examine practices and 
procedures Madison Guarantee used in their day to day 
operations . We are making this information available in 
detail to Mr. Hubbell. 

Now listen to this sentence. 

To believe that none of this information will 
make it back to his family is naive. I do not know whether 
or not any information upcoming will be damaging. However, 

I would like someone with a lighter scope of authority to 
review the situation and possibly eliminate this conflict. 

Here is a credit specialist who is telling you 
what the real world is about. He was there. 

Now, let me go on. 

In the report released by the FDIC, the eight 
' pages of what I think is the most incredible whitewash of 
Whitewater gate that I have seen. This is incredible. 
Incredible. And I have spoken to you just briefly before 
ana told you what I am going to ask you. 
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world we live in, the analysis Chat we have done has 

i 

suggested that at least in the numbers that we are talking 
about today, the thrift industry is much better positioned 
! to handle rate increases going forward, 
j The Chairman. I think that is an important 

j response because I think it shows, as well, that in re- 

I 

, engineering through FIRREA and then FDICA, the arrangements 

;i 

! that the general strategy is working now. If we get 

overtaken by events that were to drive interest rates above 
200 basis points, then we are into a different zone. 

But let us hope we are not going to deal with 

that . 

Chairman Greenspan, let me ask you one other 

j question. 

This issue has obviously gotten a lot of 
attention here this morning. 

Are you satisfied with the way that the Madison 
Guarantee issue has been handled by the RTC? 

■i 

Chairman Greenspan. The Oversight Board has, as 
| far as I am concerned, had no relationship with the Madison 
| issue, because that is a special case which is handled by 
the RTC directly. And I must say I have not followed it in 
any manner which would enable me to address the question in 

a useful manner for you. 

I 

The Chairman. Senator D' Amato? 

i 
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1 ! 'MR. flECHTER. I would echo whac Chairman 

i 

2 Greenspan said. 

3 1 Well, first, clearly a major risk in the thrift 

4 | industry, given the nature of the business, is interest 

5 | rates, but a real difference between the thrift today versus 

6 ‘ the thrift of the late seventies that ran into so much 

7 difficulty when there was. the rate spike in the early 

8 I eighties is that restructuring, both of assets and 

9 liabilities . There are a lot of thrifts now that will not 

10 hold fixed rate mortgages any longer because they went 

11 ! through the early eighties. 

12 Also as a consequent of removal of Rate Q 

13 institutions are much better able to manage their 

14 liabilities . 

i 

15 As you know, Mr. Chairman, as a consequence of 

16 FDICA, OTS has spent a lot of time on interest rate risk. 

17 We have a fairly extensive model. 

18 In anticipation of this, I asked the staff, based 

i 

19 on the information that thrifts now provide, what would be 

20 | the effect of a 200 basis point increase in interest rates 

21 if it were to happen. as an across the board increase. And I 

22 'do not think we are talking about that type of change. 

23 Only ten institutions would fail their current 

24 capital requirements. None of them would go below two 

25 percent capital, however. And while it is a very uncertain 
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I ^ 

1 indeed we saw in an extraordinary sense in the period 1979- 

i 

2 i 1980. 

3 

3 One of the things that is very important that we 

j 

4 | not allow to happen again is that extraordinary type of 

5 inflationary imbalance which was do destructive to those 

6 ; types of institutions. To be sure, savings and loans, as a 

7 | consequence of that, have restructured their balance sheets 

8 | to a significant extent, and then maturity mismatch is not 

9 the size that it was previously. 

10 Nonetheless, should interest rates rise 

11 significantly, then I think it does put those institutions 

12 . in a very difficult position. It is been the concern of the 

13 Federal Reserve that we endeavor to fend off any such types 

14 of inflationary instabilities, and the actions that we took 

15 on February 4th, and the general discussion which I outlined 

16 to the House Banking Committee subcommittee in trying to 

17 comprehend the type of problems that may be out there were 

18 j put forward precisely to prevent the types of difficulties 

19 which so debilitated the savings and loans. 

20 j To date, the affects on these institutions of 

i 

21 course have been minimal and we do not expect to see any 

22 'particular problems emerge on that. 

23 But I would like to ask my colleague, Jen 

24 Fiechter, what he sees. He is looking at these institutions 

25 in a much more detailed way than I. 
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i The Chairman. Thank you very much. 

•I 

j We are going to now proceed with the questions, 

and we will go with normal five-minute time periods. 

! Chairman Greenspan, let me start with you. The 

j Federal Reserve of course has raised interest rates earlier 
j this month, and you have just indicated publicly again that 
further increases are likely. 

And we know in the past that rising interest 
| rates have the effect of causing significant problems for 
thrifts. 

Now obviously the amount is highly relevant. 

;| But my question to you would be what effect are 

these higher interest rates likely to have on the RTC, and 

! for that matter, on the future health of the thrift 

: ! 

industry, which is still trying to work its way back? 

Chairman Greenspan. Mr. Chairman, I think you 
raise a very important question because one of the lessons 
. of this whole experience has been that we have, we put into 
] place in the early post-war years, an institution which was 
a specialized institution, one which could not function in a 
period of significant inflationary imbalances, an 
'institution which had long-term assets and short-term 
liabilities . 

And as the Secretary indicated, when interest 

j 

rates generally go up, that institution is pressed, as 
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all types of employee allegations. That ombudsman reports 
directly to the CEO on a weekly basis. 

And I think that program's working pretty well 
because as of February 15th, we have received 116 inquiries, 
96 of which have been closed and 20 of which are still 
pending . 

We also had conversations, in person and by 
telephone, with six of the individuals who testified here 
before this Committee. And during these interviews, we 
solicited comments, feedback, and suggestions from them on 
how best to remedy the problems which they raised. 

And a number of those interviews were insightful 
and have been taken into account in our efforts to remedy 
some of the management problems at the RTC. 

And I just want to underscore how seriously we 
have taken these allegations, and that hundreds of hours 
have been spent working to understand and resolve them. 

In closing, the Completion Act requires the RTC 
to terminate on December 31st, 1995. We will make that. 
There is no question we will make that, and I think it will 
be a happy day for all concerned, especially the American 
taxpayer. 

Thank you. 

(Written statement of Mr. Altman follows:) 
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j and the new bidders, overall bidders were, for the most 
1 part, smaller companies with a much higher preference for 
] smaller loan pools and were most interested in buying 
| geographically focused loan packages located in their own 
areas . 

I Affordable housing. Secretary Bentsen noted 

this. From, since inception, we have sold over 77,000 units 
for a total of $1.2 billion. The average annual income of 

! ! 

i households purchasir.a in that program has been about 

i 

j $24,000, which, by the way, is 61 percent of the national 
• median family income. 

’ Finally, Mr. Chairman, the issue of 

I 

whistleblowing. 

| As was noted earlier, last September, this 

Committee held oversight hearings where a variety of 
’j allegations were made, including retaliation against 
whistleblowers . 

I Let me emphasize, in the strongest terms, we 
support protections for whistleblowers and have taken 
j several actions to address those allegations. I issued a 

I 

J memorandum on October 4th to all RTC employees strongly 
: " reiterating our policy of prohibiting retaliation against 
whistleblowers . 

j We established an employee ombudsman program to 

augment the efforts of the inspector general in gathering 
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I we initially set last year. Book value reductions, $63 
I billion; cash proceeds, 76 percent of that. That is a 

i recovery rate below previous' years because now we are down 

; to poorer quality assets, hard- to- sell assets, 
j For this year, 1994, we expected to reduce the 

I book value of our inventory by $43 billion, cash proceeds, 

! $29 billion, projected recovery rate, 66 percent, 

j Now on this asset sales side, one of the things 

we did was to put in place a small investor program. 

Because if I heard anything in this past year in this 
capacity, it was that local investors did not have a shot at 
local properties which they knew best. So we took steps to 
ensure that assets would be available for sale individually 
• to small investors with moderate levels of capital. 

Under this program, individual offerings of real 
estate properties have been emphasized. Underscore 
individual . 

Auctions and sealed bid sales have become more 
1 frequent and geographically focused. 

j Smaller loan pools are being offered to allow 

buyers to purchase smaller, more geographically segmented 
'groups of loans. 

And I am pleased to say that at the most recent 
non -performing loan auction in August last year, a third of 
the winners were new buyers who had not participated before, 
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percent' of all legal fees from us, a big increase cf the 
1992 level. 

And within the category of minority and women- 
owned law firms, minority- owned law firms received 36 
million, far above the 23 million of a year before. 

I think the entire RTC is quite proud of the 
sharply increased levels of minority and women's 
participation in all of the fee generating activities of the 
agency. And details on that are also appended to my 
statement. 

Turning briefly to operations and financial 
issues, Secretary Bentsen cited a series of statistics 
relative to the amounts of institutions which have been 
resolved since inception, to me the most important statistic 
is $9,000. $9,000 that is the average balance in 

institutions which have been resolved. And for those who 
think this has been a bailout of the rich and famous, I 
think that is a pretty telling number. 

We have 63 institutions under conservatorship 
today, 18 billion of deposit. Now that the Completion Act 
is law, we are in the process of marketing these remaining 
'conservatorships. We think these 63 will be resolved, Mr. 
Chairman, by the summer of this year. And that it should 
cost $9 to $11 billion to do that. 

On the asset sales side, we exceeded the targets 


Ace-Federal Reporters, Inc. 

Nationwide Coverage 
2:2-347-3700 '00-336-<x>4o 


410-6*4-2550 



5134 


78540101 

~’ T 3/aeh 


85 

1 

1 established a Joint Coordinating Committee with the FDIC for 

2 purposes of planning the transition of portions cf the RTC 

3 back into the FDIC by the end of 1995. 

•j 

4 I would like to make a special set of comments 

5 about expanded opportunities for minorities and women. 

6 That has been one of our highest priorities, as 

i 

7 Secretary Bentsen said. 

8 First of all, we elevated the minority and 

9 women's program to the divisional level, put the head of it 

10 cn the Executive Committee reporting directly to the CEO. 

11 We took action to expand the number of minority 

12 and women -owned businesses receiving RTC contract 

13 solicitations. And there are now more than 1100 cf them in 

14 our database. 

15 Let me say a couple of words about the record. 

16 On a cumulative basis since inception of the S3. 7 

17 billion awarded in non- legal fees, $800 million have been 

18 awarded to minority and women-owned businesses, 21 percent. 

19 Take a look at last year. We paid non- legal fees 

20 of $500 million, and minority and women-owned businesses 

21 received 31 percent of those. 

22 ' We also continued efforts to encourage the use of 

23 minority and women-owned law firms on the legal side, as far 

24 as legal fees are concerned. 

25 Last year, such firms received 54 million or 13 
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1 been a 'particularly troubled area of RTC operations. There 

2 have been complaints from both sides of the spectrum, as the 

3 1 comments already here today illustrate. 

4 Complaints that the RTC was unfairly pursuing 

5 former S&L directors who had no real roles in those 

6 organizations, and on the other side, complaints that the 

7 1 RTC was not sufficiently zealous in pursuing the real 

8 crooks . 

9 As GAO recognized in its mid- 1993 report, the 

10 primary problems have involved inadequate staffing and an 

11 overall lack of experienced attorneys. And the temporary 

12 , nature of the RTC has made it particularly difficult from a 

13 recruiting point of view. 

14 But we have worked hard to increase the size and 

15 the training of the staff in this area. We currently have 

16 the highest total of attorneys on board in the agency's 

17 history. Moreover, senior RTC and FDIC officials are 

18 planning to merge the RTC unit here, the PLS unit with its 

i 

19 counterpart in the FDIC, recognizing that the FDIC is a 

20 j source of experienced attorneys in this area. 

21 I also want to say that effective prosecution of 

22 " PLS claims continues to be one of the RTC's highest 

23 priorities. 

24 Secretary Bentsen referred to our having formed 

25 an Audit Committee and appointed its members. We have also 
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1 ! two separate units; one for contract solicitation and award, 

2 | and another for contract administration to avoid conflict. 

1 

3 And the scope of contracting oversight has been 

4 { substantially expanded. Among other things, the staff there 

j 

5 has been more than doubled, and reviews of nearly 500 

6 | outstanding contracts were undertaken last year. 

7 Next, audits. A new reporting system has been 

8 ■ implemented to ensure that management responds to the 

9 concerns raised by auditors, and that system now tracks and 

10 updates the status cf all inspector general, GAO, and 

11 internal RTC findings and recommendations. And I am pleased 

12 to say that the RTC today is current in following up on 

13 almost all GAO and CIG findings. 

14 Business plan. We completed a comprehensive 

15 business plah. We provided copies of that to this 

16 Committee. It is a highly detailed, and I think, 

17 objectively speaking, a good piece of work. It is intended 

18 to be a living document, and we are going to update it 

19 regularly as conditions warrant. 

20 Chief financial officer. Donna Cunningham, our 

21 chief financial officer, has been on board for about eight 

22 ' months. She's taken that helm very ably, as reflected in a 

23 series of improvements in the internal controls in the 

24 organization. 

25 The professional liability section. This has 
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blocks ,' denying local investors a shot at local properties 
which they knew best. 

And despite being larger than almost any American 
financial institution in the private sector, any bank or any 
I securities firm, it had no full time chief financial 
officer, no permanent general counsel, and it had no 
! business plan. 

So we determined to concentrate on repairing the 
• organization. And when Secretary Bentsen first testified 
before this Committee, almost exactly a year ago, he 
' outlined a series of management reforms to which we 
J committed ourselves. 

And I would like to very quickly just review some 

j of those . 

A full-fledged review of all 21 of them is 
appended to my statement. 

Contracting. We found that the agency's contract 

i award procedures had often been violated in the past, and 

I our first action there was to mandate compliance. Some of 

ii 

j the compliance problems reflected weak organizing 

principles. Contracts were often let by the same employees 
; - responsible for overseeing them. 

Obviously, in the event of a compliance problem, 
the employee then had little incentive to draw attention to 
it. So the Office of Contracts has been reorganized into 

i 
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earthquake. Foreclosures in those effective areas have been 
delayed. Homeowners are being helped to avoid delinquencies 
on mortgages held by the RTC. 

And we notified FEMA of 54 multi -family units and 
47 single family residences that can be made available for 
temporary housing. 

Now onto the status report. 

Mr. Chairman, the S&L collapse required the 
biggest financial rescue probably in world history. 

Including money spent by the FSLIC, beginning in 1988 , it is 
expected to cost the American taxpayers the staggering some 
of about $150 billion. 

To put that into perspective, at today's budget 
levels, that is equivalent to about 45 years of Headstart, 
about nine years of aid to families with dependent children. 
At a time when we all struggle to finance federal support of 
vital activities, from national security to education, these 
are sobering comparisons. 

I am sure all of us would agree, on a bipartisan 
basis, to make every effort to ensure that such a fiasco is 
never repeated. 

When we inherited responsibility for this agency, 
it was not in sound condition. It was one of the largest 
contracting organizations of all time. But it had poor 
contracting procedures. It was selling assets in massive 
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STATEMENT OF HONORABLE ROGER ALTMAN, MEMBER, RTC THRIFT 
DEPOSITOR PROTECTION OVERSIGHT BOARD, DEPUTY SECRETARY 
OF THE TREASURY AND INTERIM CEO RESOLUTION TRUST 
CORPORATION 
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14 


16 
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23 


Mr. Altman. Thank you, Mr. Chairman. 

I too have a longer statement which, with your 
permission, could be entered into the record. 

The Chairman. Without objection. 

Mr. Altman. And I will summarize it here. 

This is probably the final time I will appear 
before the Congress in RTC capacity. Under the terms of the 
Vacancy Act, my appointment would expire on March 30th. 

There are limited circumstances under which that could be 
extended, but I do not believe they will apply. 

As Secretary Bentsen said, it is our intention to 
nominate a permanent chief executive as soon as possible. 

ihirfflr- 

Last year, we chose, I think a fine candidate, ^gPPf^rate . 
He withdrew, which was not at our urging. And I believe he 
would have done a good job. 

I also want to join with Secretary Bentsen in 
thanking the entire Committee for its bipartisan efforts to 
secure funding through the Completion Act passed late last 
year. 



I would also like to note that the RTC has taken 
efforts to be responsive relative to the California 
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The Chairman. 


from you now. 
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Altman, we would like to hear 
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| committed to fulfilling the government's obligations to 
protect depositors at the least cost to the taxpayers. In 
1994 we will keep working at that one. 

And looking to 1995, well, I believe the RTC will 
be more than happy to be out of business. I sure will be 
happy. 

Thank you. 

Now let me turn it over to Mr. Altman. 

i 

(Written statement of Secretary Bentsen follows:) 


Ace-Federal Reporters, Inc. 

Nationwide Coverage 

:02-Wr-3700 800-336-0646 4 10-064-25 50 


/zs* 7 



5126 


78540101 

•NB/aeh 


3 

4 

5 
5 

7 

8 
9 

10 

11 

12 


13 


14 

15 


16 


17 

18 

19 

20 
21 
22 

23 

24 

25 


.1 

•j 

i 

I 


■i 


77 


and che General Accounting Office, strengthening the 
contracting system and oversight of private sector 
contractors. Appointing a chief financial officer. 

The RTC Completion Act mandated and expanded on 
those reforms and RTC is moving to meet the standards that 
Congress determined and set. 

I am pleased with the results. 

In a minute, I would like Roger Altman to discuss 
them with you, one by one. 

I hope you especially note what we have done on 
opportunities for minority and women- owned businesses and in 
strengthening our internal accounting and administrative 
control systems. 

I personally believe that these programs are an 
important part of RTC duties and that this is an area it 
must continue to focus on to ensure legislative mandates are 
carried cut. 

Mr. Chairman, let me end on this. I believe that 
the RTC has made significant progress in the past year in 
achieving its mandates and in addressing the concerns that 
you folks in the Congress raised, concerns by the GAO and by 
the Oversight Board. 

You bet there have been a lot of problems but the 
organization has been relatively free from partisan 
conflict. Republicans and democrats alike have beer. 


i 


i 


Ace-Federal Reporters, Lnc. 

Naoonwtde Coverage 

202 - 347-3700 300 - 336-6046 410 - 684-2550 





5125 


101 

eh 


2 

3 

4 

5 

6 

7 

8 
9 

10 


13 


14 

15 


16 


17 

18 

19 

20 
21 
22 

23 

24 


76 

the policies governing asset sales, 
j Late last year, Ira Hall, of IBM USA was named 

] Chairperson of the National Advisory Board, bringing 
considerable financial expertise and private sector 

d 

jj expertise to that process. 

| These Boards meet regularly at sites nationwide, 

j They discuss progress and they hear testimony from 
| witnesses, and how these regulations and procedures affect 
j different parts of the country. 

= The RTC listens to their advice, and they have 

• been instrumental in advancing affordable housing 

i 

j opportunities . 

Our advisory board structure will change this 
| year. The Completion Act created a new Affordable Housing 
; Authority Board to replace the National Housing Advisory 
i Board. 

That new Board will be made up of nine members, 
including the Secretary of HUD. They will be providing 
j advice on affordable housing programs and how to merge RTC 
| programs with the FDIC programs after the shutdown, and we 
are looking forward to working with them. 

Now, last year at this hearing, I said I 
announced those ten goals insofar as improving or reforming 
RTC management. Things like putting in place a system to 
ensure prompt follow-up on findings of the Inspector General 
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1 of OTS, Robert Larson, Vice Chairman of the Taubman Company 

j 

2 and a former member of the Oversight Board. Mr. L arson has 

3 also been renominated to serve on the Oversight Board and I 

\ 

4 ' hope you will be able to approve his nomination soon. 

5 The RTC will close down on December 3 1st, 1995, 

! 

6 one year earlier than originally thought, and planning for 

7 that is well underway. 

i 

8 I expect the new management to work with the 

9 people at the FDIC in a cooperative way to carry out the 

10 transition of the RTC to the FDIC. This past year, the 

11 Oversight Board has also strengthened our staff reviews. 

12 I was being reminded of my testimony cf last 

13 year, the recommendations and the improvements that we 

14 sought to bring about. We have done a number of them; we 

15 have not completed them all. We are obviously still working 

16 at it and we are scrutinizing some. 

17 For instance, our staff has been monitoring the 

18 : RTC* s efforts to improve its contracting systems and its 

19 oversight. The review is being conducted to make sure 

20 ( policies are applied uniformly to all contractors, that 

21 contract oversight procedures provide effective review of 

22 performance, another example. 

23 Staff has focused on the RTC*s financial 

24 operating plan, its operating budget and all it is barring 

25 activity and our advisory boards are taking hard Itoks at 
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assets^are managed and sold efficiently. The RTC is working 
on improving its marketing and sales strategies. It is 
seeking creative yet sound techniques to maximize returns. 

To fulfill its remaining mission, the RTC will 
benefit from good managers. 

Jack Ryan of OTS was appointed Deputy CEO. 

Helen Cook ■terns has been appointed General 

i 

i Counsel . 

And Tom Horton has been promoted to Acting Senior 
i 'Vice President for Asset Management and Sales. 

3 

And I can tell you today that the Administration 
expects to submit its nomination for a permanent chief 
| executive shortly. 

I thank koger Altman for the service that he has 
done as the interim CEO. His term expires the end of March, 

!j and we hope by then to have a candidate. 

In line with the RTC Completion Act, Jack Ryan 
will serve as the interim CEO between the time Mr. Altman's 
:| term expires and the permanent CEO is confirmed. 

The Oversight Board will also make some 
appointments to the Audit Committee which will be in 
: .operation soon. 

I have asked Frank 
Mae, to chair that one. 

i 

And to serve as members, we asked Jonathan V&E&c 

•j 
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i m a ximufti minority participation, including implementation 
j provisions of the R?C Completion Act. 

I have urged the RTC to work aggressively on the 
issue of minority participation. It is imperative that 
minority and women- owned businesses have an ample 
opportunity to win contracts, to purchase assets, and to 
acquire failed thrifts. In fact, the RTC is taking special 
j care to meet the requirements of the Completion Act to 

provide preferences to minority institutions by applying the 
lease cost test.. 

Let me be more specific about some of those 
things I mentioned. 

The RTC has begun resolving 63 insolvent 
institutions now operating in conservatorship, which have 
about 2.3 million deposit accounts. Some additional 
institutions may be transferred this year, if so, the RTC 
will make good on the government's guarantee to those 

insured depositors and any others who might yet fail under 

i 

its jurisdiction. 

Insofar as the remaining inventory of nearly $64 
billion in assets, these, as you said earlier, Mr. Chairman, 
' are the most hard to sell properties that are left. Real 
property and non -performing mortgages. 

While the improved economy helps sales, the 
potential loss to the taxpayers could be reduced if these 
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hundred^ of billions and send ic to a little S&L, you saw 
that thing happen in Vernon, Texas, did exactly that. 

And then you see the ^thers who are honestly 
trying to compete and what a it puts on them. 

Fortunately, we are seeing things go the other 
way with this substantial reduction in interest rates. 

And I want to say to you, Senator Bennett, I have 
seen some of what you're talking about too. But sometimes 
they were oversights, and that balances in part the concerns 
about what Senator Boxer has of those that have been ill- 
used and guilty of malfeasance. 

But lower interest rates and increased credit 
activity have brought about increased earnings for ail types 
of financial institutions. 

Many S&Ls that may have been at risk are now 
making profits. You and I know we can't predict what is 
going to happen between now and '95 when the RTC goes out of 
business. Nobody foresaw the floods and the earthquakes and 
they had their economic consequences . 

We are not done yet. Through '95, RTC must 
continue to protect depositors, must dispose of some very- 
' hard- to- sell assets, and it must ensure its operations are 
run effectively. It must work toward an orderly transition 
of its responsibilities to the FDIC and it must never lose 
sight of its mandates to provide affordable housing and 
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institutions. 

Cur proposal will not only eliminate unnecessary 
regulatory expenses, which could result in the availability 
of greater credit, but as importantly, it can help avoid new 
crises by putting a stop to inconsistent and confused 
regulation. 

We will talk more about that next week. 

But the point I want to make on deficit reduction 
is that the market responded. The economy responded. 

Housing starts and home sales are up, and that is sure good 
news when you're the R7C a^d you're trying to close a 
property. 

I can't h^^T^j^Jpkk^wha t a dramatic 
difference interest races make. I used to chair a savings 
and loan. 1 am sure glad I sold it when I came to the 
Senate . 

(Laughter . ) 

Secretary Bentsen. I will tell you. Not smart, 
just lucky. But I will cell you, when you have got your 
mortgages at one race, and all of a sudden long-term 
interest rates go substantially above chat, you have got 
yourself a real problem in an S&L. 

And when you have got the government saying we 
will guarantee the first hundred thousand, and you have got 
a small, new S&L, and then they all three bundled up. 
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for the cleanup to $105 billion, a figure on the low end of 
the estimate when j^iis Administration took office. 

I know the results could have been different, 
easily. Depositors could have lost all their savings. The 
loss to the government could have been far greater. 
Resolution of the problem could have taken much longer. But 
to the credit of a great many people, and they are seated in 
this Committee, in addition, the problem is near resolution. 

I would like to give some credit to the 
management of the RTC. And I think we sure better credit 
the economy. Deficit reduction has helped interest rates to 
fall. 


We have taken steps to increase the availability 
of credit. Tackling unnecessary regulations and report 
requirements that discourage lenders from making loans to 
small business. And we will continue to propose changes 
that will result in greater credit availability and 
efficiencies in the banking industry. 

This is why we want to settle a number of issues, 
including passage of- the Community Development Financial 
Institutions legislation, which includes a balanced 
reduction and regulatory reform. 

1 this Committee next week with 

specifics on the Administration's proposal to reform and 
simplify the regulatory structure for depository 
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j problem is being solved. 

Crime is ac the top of our agenda these days. We 
• talk about violent crimes. Well, this scandal had 
j criminals, had white collar criminals. More than 1500 
persons were charged with major crimes involving S&Ls. 

Nearly 1250 were convicted, and of those 

I 

sentenced, more than 75 percent went to prison. RTC has 
!. pursued civil recoveries from wrongdoers with all involved 
agencies collecting nearly S2 billion. 

Mr. Chairman, when this Administration took 
office, the total cost of resolving the S&L problem was 
estimated between $100 and $150 billion. When I testified, 
just last month, we thought as much as $45 billion in 
additional funding would be needed. That was on top of the 
nearly $87 billion already appropriated. 

A lot of people agreed with us. The 
Congressional Budget Office estimated $50 billion. The 

General Accounting Office had us around that level. And so 

i 

, did the House and the Senate Budget Committees. 

As RTC funding legislation moved through the 
Congress last year, constantly improving economic conditions 
' resulted in record earnings for the S&L and the banking 
industries. By mid-November, after lengthy deliberations in 
both houses, the funding bill provided $18.3 billion. And 
that provided the total amount that was provided by Congress 
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Che RTC* Completion Acc ought to be sufficient. In fact, 
they tell me this is the first time that the Oversight Board 
has been before you that it wasn't asking for additional 
money and funding. And I am just very pleased to be able to 
inherit that honor. 

I am also happy to report that few S&Ls are 
failing, and 99 percent of private sector thrifts are well 
or adequately capitalized. 

Let me review some of the numbers for you. 

Since- the RTC was created in 1989, it is taken 
over 743 failed institutions and it is closed or sold 680 of 
them. In the process, it protected nearly 23 million 
deposit accounts with an average balance of $9,000. RTC 
made good on the government's guarantee of deposit insurance 
to millions of Americans nationwide, and I might add it did 
it with minimum disruptions. A lot of the customers did not 
even know that the RTC had taken over their S&L. 

The RTC also undertook the greatest liquidation 
in history, so far disposing of $393 billion in assets for 
about 90 percent of their book value. 

Frankly, I couldn't believe that one. I made 
'them go back and check it again for me. 

The RTC' s sold, since its inception, nearly 
80,000 units as affordable housing, so at least tens of 
thousands of lower income families have benefitted as this 
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1 Committee , I have the Oversight Board Members with me here. 

I Alan Greenspan, Chairman of the Board of Federal 

| Reserve . 

| Roger Altman, who is the Interim CEO of the RTC. 

I I have got Jonathan Fiechter, who is the Acting 
^ Director of the Office of Thrift Supervision. 

( Andrew Hove is the Acting Chairman of the Federal 
Deposit Insurance Corporation, also accompanying us. 
j Dietra Ford, who is the Executive Director of the 

Oversight 3oard... 

And I have a longer version for the record, but I 

•i 

| would like to summarize it, particularly with the lateness 
of the hour, if I might. 

| The Chairman. We will make your full report a 

part of the record, and we would like your summary. 

;j 

| Secretary Bentsen. Before I begin, in listening 

to the partisan exchange, let me thank the members of this 
Committee for their bipartisan support last year, in the 
last session, to obtain the funding to finish the RTC job. 

■| 

| I am quite appreciative of that. 

: Let me tell you something you do not hear very 

often. We are not here to ask for more money. 

(Laughter. ) 

(Applause.) 

Secretary Bentsen. The funding provided through 

j 
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STATEMENTS OF HONORABLE LLOYD BENTS EN, CHAIRMAN, RTC 
THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD, SECRETARY, 
DEPARTMENT OF THE TREASURY; 

j HONORABLE ALAN GREENSPAN, MEMBER, RTC THRIFT DEPOSITOR 
j PROTECTION OVERSIGHT BOARD, CHAIRMAN OF THE BOARD 

' OF GOVERNORS, FEDERAL RESERVE BOARD; 

1 

i HONORABLE ROGER ALTMAN. MEMBER, RTC THRIFT DEPOSITOR 
] PROTECTION OVERSIGHT BOARD, DEPUTY SECRETARY OF THE 
TREASURY AND INTERIM CEO, RESOLUTION TRUST CORPORATION; 

, JONATHAN FIECHTER, MEMBER, RTC THRIFT DEPOSITOR 

i 

PROTECTION OVERSIGHT BOARD, ACTING DIRECTOR, OFFICE 
j OF THRIFT SUPERVISION; 
j HONORABLE ANDREW C. HOVE, MEMBER 
j RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD, 

ACTING CHAIRMAN, FEDERAL DEPOSIT INSURANCE CORPORATION; 

! DIETRA FORD, EXECUTIVE DIRECTOR 

RTC THRIFT DEPOSITOR PROTECTION OVERSIGHT BOARD 
Secretary Bentsen. Mr. Chairman, members of the 
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1 • Che Congress from demanding chac information be provided 

2 when we all know, and we can all try to find things that are 

3 different about this case, but there is no knowledgeable 

•i 

4 ' person in America that believes for a moment that if Ronald 

5 . Reagan were President, if an aide to Ronald Reagan had died, 

6 if the personal papers of that aide had been gone through by 

7 President Ronald Reagan's political operatives, if all of 

8 , these questions were out there about Ronald Reagan, surely 

9 no one can believe that the Congress of the United States 

10 would not be setting up special committees, that it would 

11 not be the primary focus of what we are doing. 

12 Because the President's party is in power, 

13 clearly that is not happening. And I am not eager to see it 

14 happen. What I would like to see happen, Mr. Chairman, is 

15 for the President to present the American people the facts, 

16 answer the questions, clear the air, get this business over 

17 with so we can go on about cur business, which is the 

18 people's business. 

i 

19 The Chairman. Secretary Bentsen, you have been 

20 very patient this morning, and we look forward to your 

21 report on the status of the RTC, and where we stand at this 

22 point, and we would like to hear from you now. 

23 

24 

25 
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S 

could free us. 

If I had wanted to be a prosecutor, I would have 

i 

gone to law school and I would have gone into the criminal 
| justice system. This is not my line of work, it is not 
i something that I feel I have any gift at, and quite frankly, 

i * 

j it is not something that I am interested in. 

But we can' t very well act as if it is not normal 
j mode of operation in the United States Congress. I just was 
jotting down here, given my poor old memory, examples of 
where we have had criminal investigations underway and where 
we have had Congressional hearings. 

Silverado, B&L, Penn Square, BCCI, Bank of New 
England, Empire Savings, and in the case of B&L, we had an 
independent counsel. So I think everybody knows that 
whether we want to be drawn into this thing or not, whether 
it is a good use of our time and energy or not, whether we 
are specifically charged with it or not, until the President 
clears the air by giving the American people the facts, we 
are going to be here. 

I hope that he will do that. There is nothing X 
would rather do than to get on with the Balanced Budget 
Amendment debate which is on the floor, to get on with the 
debate about health care. 

But I think clearly this is something that is not 
going to go away. The idea that somehow that we can prevent 
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| point about why we are here and why, as we all know, this 

•I 

i hearing is about Madison Savings & Loan. 

First of all, we have a mandate under law to hold 
an oversight hearing every six months. We have flexibility 
within that mandate, but the bottom line is this is the 
first hearing we have held in a year. 

• And the primary focus of attention in this 

j hearing is not the general oversight of the RTC, though 
clearly focus on that is worthy of our time and our energy. 

( We all know why we are here and we are all here basically 
because there are a lot of unanswered questions that 
| ultimately will be answered. The American public will 
demand that they are answered. 

>| But as long as they're not answered, we are going 

' to end up spending our time in the use of our energies in 
| mornings like this. Many of you are going to end up 
spending your time in similar pursuit, 
i And the first point I would like to make, Mr. 

I Chairman, is that the President could do us all a favor by 
j giving the American public the relevant facts in these two 
cases, in Whitewater and Madison Savings. Give the public 
the information that clearly the public desperately wants to 
clear the air on this matter. 

j And I believe if the President did that that he 

could free himself of a very heavy burden, and I think he 
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people to have a full and fair review of the facts 
surrounding the failure of Madison Savings i Loan, 

Whitewater Development Corporation and the Rose Law Firm by 
the FDIC. 

However, Mr. Chairman, I strongly believe this 
investigation is most properly handled by the independent 
counsel appointed by the Justice Department. Should Mr. 
Fiske uncover violations that warrant prosecution or other 
things, these efforts may be jeopardized, I would think by 
concurrent Congressional investigation. 

We know the history of this. I believe the 
Chairman has defined appropriately the role that this 
Committee should play at this time. 

The public interest I believe will be best served 
by the RTC's utmost cooperation with the special counsel as 
he conducts this investigation. 

I again appreciate the Board's appearance before 
this Committee, and I look forward to your testimony. 

The Chairman. Thank you very much, Senacor 


Shelby. 

close. 


I want to say to my witnesses, we are getting 


Senator Gramm? 

Senator Gramm. Well thank you, Mr. Chairman. 
Mr. Chairman, first let me go back to the whole 
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1 ' It is highly likely chat Congress appropriated -- 

j 

2 j maybe, I hope so -- too much money for the remainder of the 

3 resolution process. This excess funding could encourage the 

•j 

4 | RTC to be less aggressive in its efforts to obtain the 

5 maximum recovery for the taxpayers. 

6 I hope that this will not be the case, and that 

7 the RTC will pursue vigorously the best value for the 

8 ] taxpayers . 

9 { Further, 1 understand that resolutions are 

10 currently being -delayed while the RTC completes regulations 

11 concerning the minority and women- owned business program. 

12 This delay is unfortunate. I urge you to see that these 

13 regulations are completed quickly so that the RTC can 

14 proceed with the resolution process and complete its 

15 business before the middle of next year. 

16 I am sure there are few others who will be more 

17 pleased to see the lights turned off at the RTC than the 

18 j five of you. 

19 And on another subject, I make the following 

i 

20 remarks only because I know it is been discussed already 

21 here today, and I wanted to make my position known. 

22 On the issue of the Madison Savings & Loan, there 

23 are unanswered questions that bear further scrutiny. We all 

24 know this. I believe that is in the best interest of the 

25 President and Mrs. Clinton and the right of the American 
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| nothing. I hope the search for the truth will go on. 

I The Chairman. Senator Shelby? 

Senator Shelby. Thank you, Mr. Chairman. 

I have been in another Committee hearing, but I 

’ do have a statement. 

1 

j Mr. Chairman, thank you. I want to thank you as 

others have for scheduling this morning's hearing. This 

j Committee has been very busy, but you are to be caranended 
for finding an early date to hear from the RTC Oversight 
Board. It is very important. 

I would also like to welcome the witnesses today 
before this Committee. I am glad for the opportunity to 
hear from the Oversight Board on the progress of the 
Resolution Trust Corporation since the last oversight 
hearing . 

At the last hearing at which this panel was 
present, you were a new team which had just taken ever the 

j responsibility of the RTC. In the intervening year, you've 

I 

J had an opportunity to become familiar with the inner 

j workings of the agency and presumably to make any necessary 
changes . 

I am very interested in your progress. 

However, Z have a couple of concerns. It is my 
understanding that fewer thrifts than anticipated are likely 
to fail before the middle of next year. That is good news. 

i 
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1 1 We do not know how much money che Rose Law Firm 

2 ^ earned or she earned for che firm because ic was a 

3 confidential settlement with Dan Lassiter. 

4 Hillary Clinton's husband was bankrolled by 

5 Lassiter who's brother-in-law had his drug debts paid by 

5 Lassiter, and both of them were flown around Arkansas by 

■I 

7 Lassiter, and was hired by the government to represent the 

8 1 taxpayers against Lassiter. 

5 Now if that isn't a conflict, I do not know how 

10 you would design one. 

11 Now the FDIC decides that she had no conflict of 

12 interest and exonerates her. This after the person at the 

13 Chicago Tribune, I assume they're right, reported had Dan 

14 Lassiter's power of attorney, was sent to the White House to 

15 move the Whit’ewater files of Vince Foster, a Ms. Thompson. 

16 She was sent in to remove the files from Vince Foster's 

17 office. She had Dan Lassiter's power of attorney. 

18 | Now if this isn't a cozy arrangement, I would 

19 like to hear one. 

20 j Mr. Chairman, you cannot tell the people of 

21 America who work hard, pay their taxes and play by the 

22 'rules, that these insiders who use connections, profit on 

23 both ends of deal after deal, ultimately at taxpayers' 

24 expense, do not have a conflict. 

25 Mr. Hove, the FDIC report means absolutely 


! 
i 

/2S%2 
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intervened with her husband's political appointee in 
Arkansas to keep Madison in business. It does not touch or 
talk to that. 

It does not change the fact that Hillary Clinton 
was in a fifty-fifty partnership with James McDougal whose 


i 


i 

! 


savings and loan failure caused the FDIC action against 
Frost & Company. 

It does not change the fact that Webster Hubbell 
was hired by the FDIC to represent what was left of Madison, 
despite the fact, that it was being sued by a member of his 
family; his father-in-law. 

Now if you haven't read it, you ought to. It is 
really funny. The report says there was a conflict because 
Webster Hubbell had built a firewall inside the Rose Law 
Firm between him and his in-laws, an Arkansas firewall. You 
could strike a match behind it and hear the scratch, see the 
glow, and feel the heat of his firewall. 

(Laughter.) 

Senator Faircloth. Of course, we now learn that 
in the case of Hillary Clinton, Vince Foster, and Dan 
Lassiter, the FDIC has exonerated Ms. Clinton from a 
'conflict of interest without her even being interviewed. 1 
do not know how you do that, but it worked out, without 
issuing a report. Totally, she was exonerated. No report, 
no interview. 
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1 FDIC have, and will continue-^to^be staffed with personal 

2 friends cf individuals who have been implicated in 

3 Whitewater- related conduct. Some of the implicated 

4 individuals are part of the Administration themselves, as is 

5 the case with Webster Hubbell. 

i 

6 The FDIC legal division offered a reoort on the 

i 

7 relationship of the Rose Law Firm and its client, Madison 

8 Guarantee Savings & Loan, which attempts to exonerate the 

9 Rose Law Firm and Webster Hubbell in particular.* It 

10 attempts to, and the FDIC from any wrongdoing or conflict of 


11 interest. 

12 However, once again, we have career government 

13 employees who are investigating their appointed superiors. 

14 What the report does, and I assume you've read 

15 it, Mr. Hove, is list eight pages of memory lapses cf 

16 Webster Hubbell, FDIC employees, legalese quotations from 

17 the Arkansas Bar Association, and apologies for not having 

18 or not following procedures. It is an eight -page plea cf 

19 insanity. 

i 

20 (Laughter.) 

1 

21 Senator Faircloth. What the report does r.ct do 

22 ' is change the fact that Hillary Clinton and Webster Hubbell, 

23 as partners in the Rose Law Firm, profited on both ends cf 

24 the Madison deal. They got it going and coming. 

25 It does not change the fact that Hillary and Rose 
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The Chairman. Senator Faircloth? 

Senator Faircloth. Thank you, Mr. Chairman. 

I will attempt to cut through this quickly. 

T feel an apology is almost in order to cur 
guests today, particularly those that did not come here for 
a Whitewater hearing. 

But the truth of it is the Administration had 
attempted to lock and limit the investigation into 
Whitewater and the opportunities that we have had to ask and 
to inquire into it have been extremely limited, we have 
been eating ice cream with a knitting needle and it is come 
out very slowly. 

laughter. . 

Senator Faircloth. And I readily agree that 
Administration would have been better served if they had 
brought it out early. 

We recently had the two reports from Mr. Hove's 
group, the FDIC, on the role the Rose Lav Firm and t he 
Madison Guarantee Savings and Loan case. This is not an 
outside group. It wasn't even a report by the Inspector 
General. It was a report by employees whose career path is 
.going to be determined by the investigation. It is a report 
by the legal division that retained the Rose law Firm m the 
first place. 

The Rose Law Firm, Madison Guarantee loan and 
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record,' a 'cSimneftt "that appeared in. the Denver Post that I 
find quite disturbing. It is signed by a John B. Cavanaugh 
who is listed as the Oversight Manager in the Denver Office 
of the R7C. I do not, by any means, say that I agree with 
Mr. Cavanaugh and the accusations that he made, but it is a 
very inf laomatory thing coming from an RTC official and I 
would hope it would go in the record and that there would be 
some kind of response. 

The Chairman. Without objection, we will place 
it in the record. I would like to see it. 

(COMMITTEE INSERT.) 
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aggressive RTC “hat was determined not only to shut down the 

1 

bad apples, but were determined to close down the industry. 
And anybody who had an S&L was immediately suspect. And 

i 

j more than suspect, ultimately destroyed. 

And it is the flip side of what Senator Boxer 

j 

j talked about, people who had invested in good faith in a 
sound business that was soundly managed, who saw the 
| depositors taken care of because of the bailout, and the 
shareholders lose their life savings because of very 
aggressive governmental activity. 

Now I do not expect that we can salvage that for 
those people who went through that circumstance. It 
happened during the infamous twelve years to which my 

! colleague from Massachusetts keeps referring. 

1 

I do not carry any brief for those administrators 
who did that during that period, but I would hope we could 
address the question of whether or not now in the present 
Administration there is an awareness of the fact that that 
| mentality that I would compare to that that existed in Paris 
I during the terror towards certain members of the aristocracy 
whether they had anything wrong to do towards the peasantry 
- or not, existed in the management of the RTC, and whether 
that has been addressed, and whether there's been some 
attempt to cool that off. 

Finally, Mr. Chairman, I would submit, for the 
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we can.' 

Senator Bennett, let me just say I think your 
last point in a sense makes my point. Ed Meese did come 
under, eventually, the jurisdiction of a special counsel, 
and that is when his name was cleared. 

And I think what you are saying is, in that 
situation, as I listen to what you say, if the Congress had 
not come in and sort of bounced him around, and he had the 
chance to have the facts laid out as they eventually were 
with special counsel, that that was a proper and fair way 
for it to be done. 

That is precisely the point we are making. 

Senator Bennett. I thank the Chair. 

Let me go to the issue that Senator Boxer raised 
about outrage' and what we are supposedly doing here at this 
hearing . 

And I share her sense of outrage about people 
like Mr. Keating who ultimately went to prison and deserved 
to. The thing I would hope we would pursue, however, is an 
outrage on the other side of the circumstance, with which I 
have personal experience. 

And that is, S&Ls in my state that were being 
properly run, appropriately managed, the assets were being 
well guarded and the depositors were being taken care of, 
that nonetheless were forced out of business by a very 
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I will not defend that. I an just making the 
point that I think Harry Truman waa talking about when he 
talked about heat and kitchen. 

When the President of the United States has a 
problem with close associations, and in this case, an 
associate so close that he has married her. he had better 
; expect this kind of partisan shooting, and I do not think we 
I should say, well, it is inappropriate for it to come up. 
Because it always comes up, regardless of who controls the 

i 

Presidency and who controls the Congress, and it is a single 
standard that all of us in public life have to live by. 

I Usually, to our sorrow, we discover it, but it goes on. And 
I think we should recognize that is what is going cn. 
j The Chairman. Senator Bennett, would you just 

Senator Gramm. If we are going to debate, we are 
never going to be able to finish this hearing. I would just 
like to suggest we go through, let people make opening 
statements, let's go to our panel, and let us ask them the 
questions. 

If we go back and forth, we are going to tie up a 
third of the government here. Maybe some will say the 
country will be better off if they were here than doing 
their tasks, but we are paying them to do it. 

The Chairman. Well, we are moving as quickly as 
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when I think you try to make that parallel comparison, you 
have to take that into account. If you were to subtract the 
independent special counsel from today's situation, then I 
think you have an argument to make. But I think that makes 
it profoundly different. 

Senator Kerry. Mr. Chairman, if I could just add 
to that, there is no instance of President Reagan or 
President Bush appointing a democratic special prosecutor to 
investigate, as President Clinton has appointed a republican 
special prosecutor. Totally different. 

Senator Bennett. If I might respond. I am not 
sure that it is acceptable to say that it is totally 
different. I am not talking about these kinds cf details, 
which I will allow those who have been here before to argue 
about. I aim talking about the rhetoric, and I know the kind 
of rhetoric around Ed Meese's supposed misdeeds, which 
clearly would not have arisen if he were not a close friend 
of the President of the United States. 

And Ed Meese did in fact nothing criminal, but he 
was pilloried on the floor of the Senate and in Committees 
of the Senate and in hearings when he came to testify ir. 
circumstances because of the fact that he was a close friend 
of the President of the United States. And an argument 
could be made that he was sloppy in some of his financial 
activities . 
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The Chairman. And the difference is is that in 
the case you cited, the Neil Bush case, let us just take 
that case or any comparable case. There was no special 
counsel established at that time. That case was prosecuted 
or carried forward by regulatory officials who were within 
an Administration chat had been appointed by that 
Administration. And that creates, on the face of it at 
least, if somebody wants to challenge it, an appearance of 
conflict. 

The same thing could be said here in the absence 
of an independent special counsel. There was r.o independent 
special counsel in the Silverado -Neil Bush case. And if 
there were none here, with respect to Madison, then I think 
you would have parallel situations. 

That is not what we have. We have a profoundly 
different situation. And if you read the Charter of the 
independent special counsel, who obviously is aggressively 
at work. His reports today say that he plans to bring his 
first case within thirty days. He has indicated that. 

He has hired teams of lawyers that are being set 
up in different places. 

I have every confidence, based on what I have 
seen thus far, that this independent special counsel means 
to turn all the cards face up before this is done. 

That was not done in other situations. And so 
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Chat if - the shoe were on the other foot, we would be seeing 
the same kind of thing going on with posturing in other 
ways . 

Neil Bush did have all of his relevant material 
made public by the RTC. And I do not see a double standard 
in a call for Madison to have all of its public records made 
public by the RTC. 

And I just pose this rhetorical question. 

If the lawyer for the Rose Law Firm who had 
handled this matter was named Ed Meese, rather than Hillary 
Clinton, would we be having the same discussion in the same 
way? 

Ed Meese is an acquaintance of mine. I will not 
call him a close friend. But he went through much of the 
same kind of thing, and I think if you were to make a chart 
of the number of Ed Meese 's clients in terms of their 
importance dollar- wise, you would find far many more pages 
prior to Ed Meese 's name than we have seen pages here today. 

The Chairman. Senator Bennett, would you just 
yield to me at that point for a question? 

Senator Bennett. Surely. 

The Chairman. Because I have thought about that. 
And I think there is a very substantial difference, I say 
with all due respect. 

Senator Bennett. I would like to hear it. 
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( fraud ctod abuse cost the American taxpayers billions and 
billions of dollars. 

j And whether those fraudulent actors are in 

j California or Texas or New York or Arkansas, we want to go 

] after them. So all the outrage that we have seen on the 

j Senate floor about one institution, I want to tell you, I 
•! share that outrage about many institutions. And I am 

| looking to you to tell me how you are fixing it. 

And that is the purpose of this hearing today, 
j We have had a financial tragedy. I can never forget the 
3 looks on the faces of these older people in California when 

j 

: they bought those instruments they thought were protected by 

\ 

the FDIC and found out they had lost everything. 

i| That is the image that I bring to this hearing, 

1 

that is what I care about. And I hope that in the course of 

I 

j the questioning about many of these S&Ls and the actors that 

i 

are behind them, we can make sure, with confidence, that you 
] are moving in the right direction. 

: So thank you very much, Mr. Chairman. 

The Chairman. Senator Bennett? 

Senator Bennett. Thank you, Mr. Chairman. 

' - I do not want to prolong what has been going on 

but I must make a few quick comments on the main topic cf 

j 

| the debate that has proceeded. 

I must agree with my colleague from New Mexico 

i 

i 
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' Senator Boxer. Mr. Chairman, first I say to my 

! colleagues, I know I missed some opening arguments, if you 

i 

■ will. I was marking up the Clean Water Act and was trying 
; to protect the oceans, rivers, streams, for everyone, and I 
hope I did part of the job. Took care of Boston, took care 
, of everything . 

But, in any event, Mr. Chairman, as one of the 

i 

I people on this Committee, and it was all democrats that 
really called for this kind of oversight, we are the ones 
who said we want to oversee the performance of the RTC. And 
we made an amendment, some of us down on this end, to make 
sure we would have this kind of oversight. 

It is not about one institution; it is about all 
the institutions. So for this Senator, maybe I am at the 
wrong hearing, but I thought this was what we are supposed 
to do to ensure better performance of the RTC. 

Now we called for a number of things. 

Stronger internal controls against waste, fraud 
| and abuse, a better RTC response to problems highlighted by 
j the auditors, a plan to wrap up the cleanup process, 
expanded opportunities for small business women and 
minorities, stronger oversight of contractors, improved 
financial management and accountability of the RTC, an 
increase in recoveries from asset sales, greater protection 
of whistleblowers and aggressive pursuit of those whose 


i 
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American public what we can under proper rules right here 
today. It will not get very £ar because we do not have 
enough information. 

Secondly, I think the situation cries out for a 
total disclosure as to why the appearance is so strong that 
those who dealt with Madison as insiders, as incorporators, 
as lenders to a campaign and all the other facts alleged, I 
think those ought to be brought out, and sooner rather than 
later. 

I do believe, in my closing remarks, so there 
will be no doubt to friends of this republican, there is no 
doubt in my mind. And I say this to my friend, Senator 
Bentsen, who I worked with here forever and he was the 
chairman of a big committee, if these facts were out on a 
republican, with the democrats in control, if these facts 
were out on a republican with the democrats controlling this 
Congress, there would already be a special investigation 
going. 

So if there is frustration, I believe it is real. 
I believe we really feel it. We cannot think for a minute 
that there would not be a special team here in the United 
States Congress investigating this if the shoe was on the 
other foot. 

Thank you for yielding. 

The Chairman. Senator Boxer? 
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Senator Domenici. This is the essence of it. 

Yesterday we got a call from a New Mexican whose 
business was going to be foreclosed by the RTC, crying. The 
woman was saying, if I were a big shot in Washington, this 
would not be happening to me. 

Frankly, i have told most of the members of this 
Committee who were here at various oversight hearings about 
a doctor in the State of New Mexico who ultimately settled a 
case because he was so harassed by the RTC. 

And frankly, Mr. Chairman and members, it is 
very, very interesting, because many of the things that this 
S&L did wrong are reported in the last two months in the 
Washington Post, the New York Times and the Chicago Tribune, 
as exactly the kind of things that went wrong in Madison. 

I mean, the analogy is incredible. Even to the 
extent of buying property that perhaps was over -valued. He 
had nothing to do with it, but they put that on as 
negligence per se, just because he was a member of the 
Board. 


Frankly, I think the essence of this case, this 
situation, and I am not the least bit reluctant to say to my 
friend from Massachusetts, this is about Madison, this 
hearing. It should be about it. We do r.ot have an 
opportunity to do it another way. 

We ought to be bringing to the attention of the 
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The Chairman. Without objection, so ordered. 
(COMMITTEE INSERT.) 


i 
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been complimented highly, not the least of which by my 
friend and colleague. Senator D f Amato, who at the time sort 
1 of gave this guy the Good Housekeeping Seal as a person who 
would conduct a thorough and fair impartial investigation. 

So I think we have got to let him do that. I 
think that is the lay of the land here with respect to that 
particular case. 

Obviously, under the law that was spelled out in 
FIRREA, you have certain rights which you are exercising 
today to ask questions about certain cases up to the point 
| at which it may interfere with the on-going work of the 
H . special counsel. So you know, we will have to sort of 

address that as we go. 

;i 

| But that is why we have these witnesses here 

i , 

today, so they can answer questions. 

| So I want to move on down through, if I can, 

because we have got other members and I want to get to our 
j witnesses as soon as possible. 

| So, Senator Dosmnici, had you finished? 

| Senator Domenici. Well, Mr. Chairman, I really 

( had not, but I was merely using most of my remarks to 
respond to Senator Kerry thus far. 

I had a detailed statement that I am going to put 

in the record, but I want to just tell you the essence of 

i 

it. 

i 
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j Committee or oversight cn this Committee, we will get into 
j them. 

: But it also should be said, and I have said this 

j other times, and I do not know. Senator Domenici, whether 

<l 

j you were in the room or not at that time. You have cited 
4 things that the House has done in the past. 

This Committee, by its structure and nature and 
1 definition within the Senate, is not an investigative 
committee. We do not employ any investigators on this 
Committee. The Senate does have Committees that do have 

i 

! that authority. 

Government Affairs Committee does, the Judiciary 
Committee does, we do not. So chat any effort to try to 
j undertake a full blown investigation, not just a hearing or 
inquiry, but to do this job right means you need 
’ investigators. You need to bring witnesses in chat may want 
to come and they may not. You might have to subpoena 
witnesses and you become involved in a very time-consuming 
and very careful legal process that would run directly into 
the work that the special counsel now has underway. 

And, you know, I do not think we can justify 
! ' doing that . I do not care what the case is . 

It would be a different matter if there were r.ot 
an independent special counsel who, in this case, is a 
republican himself by his background and, you know, he has 
i 
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work on all aspects cf this issue. 

3uc he was asked co comment on this very issue of 
the Congress starting down the track cf a parallel 
investigation now that he is charged with doing this work as 
in independent special counsel. And this is what he said, 
when asked if he thought this would interfere with his work, 
and I quote him directly. He said: 

"I think the history of these situations is that 
it is difficult to conduct this kind of investigation at the 
same time a Congressional investigation is going on. The 
decision whether to have such an investigation obviously is 
not mine, but I think just looking back at the past, we can 
all see that it is not an easy relationship." 

Now the citation's been made of other 
Congressional' investigations where people were actually 
found to have committed crimes and then were never punished 
for them as a result of the fact that the criminal charges 
were later thrown out in a court of law because cf the 
Congressional investigation that happened earlier or.. 

So what I have said, I have very carefully 
weighed the requests that have come from your side cf the 
' aisle with respect to the questions that have beer, raised. 

And I have said, and I repeat here again ft day. 
when the special counsel completes his work, if there are 
any questions remaining that require action by this 
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1 j ~ First cf all, just with respect to the charter cf 

2 | the independent special counsel, and I will send you down a 

2 copy cf this after I read the citation into the record. 

4 This is fro* t h e F e d e r al Register February 4 1 

i 

5 1994, which lays out the full text of the legal charter* the 

i 

5 empowerment charter of Independent Special Counsel Fiske. 

7 , And it cites here on four different places that he has full 

8 | authority to proceed to act upon any violation that he finds 

9 of either the criminal or the civil law. Specified that he 

10 has both charters available to him. 

11 Now that does not set aside any responsibility of 

12 existing agencies to proceed with respect to their charter 

13 regarding civil actions. But the point is he is very 

14 clearly given that specified authority to proceed not just 

15 any criminal matter that he may find, but also on any civil 

16 matter. 

17 And so, just so that is a matter of record. 

13 j But secondly, he has spoken on this issue. And I 

19 j think Senator Kerry makes a very important point as to who 

20 | this man is, what is background is, and his certifiable 

2 1 independence . 

22 - And if you will recall what he stated the day 

23 that he undertook this assignment and his actions since, 

24 including those that he has taken as recently as yesterday, 

25 I think this is an independent counsel that is clearly at 
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because' I chink it is very much related. And I say it to 

2 all these people at this cable, many of whom are very good 

3 | friends cf the President; one's a cabinet member. 

4 j I think a mistake is being made over and over 

5 ; again by not putting the facts on the table. If there is 

6 j nothing to hide, this President, his wife, this 
1 

7 Administration would have been better off in the beginning 

j 

8 j to put it on the table. 

9 Look how many of these we have had that started 

10 small and everybody says, if they just would have put the 

11 facts on the table, nothing, it would have resulted in a 

12 little investigation and everybody would have understood it. 
13 Instead, here we are forced with evidence that is 

14 out there, that the media are printing, we do not know if it 

15 is true cr false, and we are forced into this situation to 

16 4 try to get to the facts. 

17 And then, when we are, we are sort of accused 

18 j because this is not deserving of this kind of hearing. 

19 There are so many others that are in Texas, and there is one 

20 | in New Mexico up there. Maybe there is. Maybe they are not 

: l 

21 big enough. Who knows? 

22 ~ In any event, I want to yield to you at this 

23 point, Mr. Chairman. 

24 The Chairman. Well, let me respond to a couple 

5 cf the points that you made. 
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1 j Senator Domenici. Not true? 

2 ; Maybe you could bring us the charge some time. 

3 1 The Chairman. Yes, I will do that. 

4 ! Senator Domenici. Fine. 

l 

5 The Chairman. Let me let you finish your 

6 comment, and then I will read that into the record now. 

7 Senator Domenici. But let me say, it sounds to 

8 | me kind of strange that while the members of the Senate and 

9 House were calling for an investigation, the majority party 

10 | here responded that no investigation was in order and 

11 | stonewalled it. 

12 | In fact, look at Representative Leach in the 

13 House. What did he have to do, right? He did not have any 

14 j authority to get any information. He went on his own and 

15 ’ did it. 


16 


17 

18 

19 

20 


22 

23 

24 


Well, we are asking for that leadership here says 
no. Then the push comes for a special prosecutor and that 
takes forever, and now the special prosecutor ought to 
preclude us from inquiring. 

Frankly, I think you can work out some agreements 
to have oversight up here. 

And my last one goes - - 

The Chairman. Senator Domenici, would you, at 
that point, before you move on, just so I can -- 

Senator Domenici. Let me finish this thought 
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| institutions that were treated differently; namely, Texas 

j 

and elsewhere, because the statute was allowed to run. 

Now we have extended it, and the Senator from New 
| York deserves congratulations. I joined him in that. 

I am fully prepared to have this institution 
J fully investigate this if we are not satisfied, but I truly 

I 

believe that what we are doing now is piling on in a clearly 
] partisan fashion. 

Senator Domenici. Thank you very much. 

Might. I finish my remarks? 

The Chairman. Yes, indeed. 

Senator Domenici. And if anybody thinks I am 
addressing their issue, just interrupt me and I will yield 
to you. I do not really have any reason to hog the floor 
here. 

But let me make two more points and then give you 
a little analogy that I think is terribly relevant and 

deserves a little bit of consideration by the Committee. 

i 

First of all, in the Bush situation, there was an 

i 

{ investigation, he was fined, and there was a full blown 
hearing in the Congress also. 

Secondly, I understand the prosecutor is 
exclusively a criminal prosecutor. In fact, I have r.ot seen 
his 


The Chairman. That is not correct. 
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leadership, through Senator D' Amato, have all said that this 
| Madison failure demands an investigation. 

Now frankly, we would not be doing it this way if 

i 

| this Senate, controlled by your party, would do what it has 
j done on many occasions with reference to other politicians 
that happen to be republican, and had a hearing on the 

j 

subject. 

i 

! You know, it does not go unnoticed that the 

President's son had a detailed investigation public in the 
United States House about his activities and his, what is 
it, Silverado? 

Frankly, if you just look at what was in the 
newspapers about Silverado versus what is in the newspaper 
j about this, you could just take 25 American citizens and 
say, is there any difference in terms of having a full blown 
hearing on it, where witnesses are called and evidence is 
taken? 

^ I trust them. I would think an overwhelming 

i majority would say, why do not you do it. 

| So my response to you is, why do not we have a 

committee appointed in the United States Senate to 
investigate this, and then we will not have to do it, and we 
will not have to ask questions about it here. 

Now, having said that 

Senator Kerry. Would my colleague just yield for 
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Senator Moseley- Braun. But I do say that it 
seems to me to be a lost opportunity and unfortunate to 
engage in a brawl about a house that was inherited in dire 
condition, that was messed up and for us to get into an 
argument ever whether there are doilies on the dining room 
table. 

We have to put this in context. We, I think, 
have an obligation to hear from these witnesses regarding 
the issues that this hearing was convened for. 

The Chairman. Well, we are moving toward the 
witnesses so the more economy we can get in the opening 
statements, the quicker we will get to them, X say to all 
• the remaining members, 
j Senator Docnenici? 

1 Senator Domenici. Mr. Chairman, I have a 

( statement that X want to give, because I want to talk a 
| little bit today about equal justice and treating everybody 
fairly. 

But first, Senator Kerry, let me say I think when 
you talk about republicans using this hearing for the 
purpose that you describe, let me make two points. 

If they are, that is not untoward or out of the 
ordinary around here. We do it ail the time. 

And secondly, I think every republican that has 
learned about this from Representative Leach through our 
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1 this Administration, and wtaat this distinguished panel has 

2 to say about the general climate in which this cleanup is 

i 

3 taking place. 

4 j Secretary Greenspan and I would very much like to 

5 j hear from him on the issue of interest rates and where we 

6 j are going. Secretary Bentsen is here to talk about the 

■I 

7 overview of Treasury's initiatives in this regard, and 1 

8 congratulate Secretary Bentsen because he was here at the 

9 beginning . 

10 I guess I date my service on this Committee with 

11 the first hearing that we had at which Secretary Bentsen 

12 testified and talked about the initiatives to clean up this 

13 agency. 

i 

14 j And so, Mr. Chairman, I am going to actually ask 

15 * that my written statement be admitted for the record. 

16 The Chairman. Without objection. 

17 (COWHTTEB INSERT. } 

18 
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1 up with something like that. 

2 But I think, in this context, it points exactly 
2 to what Senator Kerry has pointed out to the Committee and 

4 to the people here assembled. 

5 We are looking at and dealing with a huge mess, 

6 and I think we have to take a look at the context in which 

7 all of these issues arise to give these witnesses an - 

8 , opportunity, this distinguished panel of witnesses an 
5 opportunity to respond to what has happened to the 

10 taxpayers' interest, to the country's interest in regard to 

11 the larger question of depositor protection and oversight by 

12 the RTC . 

13 The failing of the S&Ls cost this country in the 

14 neighborhood of $125 to $150 billion. I think that it is 

15 fair that we give these witnesses an opportunity to address 

16 the large issues pertaining to these questions having to do 

17 with current management reforms, what are the goals for the 

18 agency, how far have we gone to recapture funcs that the 

19 taxpayers have had to shell out, and where there has been 

20 wrongdoing, and particularly Senator Kerry's lists of the 

21 S&Ls , I mean, the failed S&Ls. I think we have an 

22 ~ obligation to hear how the agency has responded to those 

22 challenges and those questions and what is being done now to 

24 clean up the house that was inherited by this 

25 Administration, to fix the problem that was inherited by 
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them laid out which is what we tried to do since I have been 

| in the United States Senate. Let's go the full distance and 
let's have a clause, let's have whatever we vote on 
| ultimately reflect the full investigative effort that we 
| tried to get previously. 

' Senator D' Amato. I would support the Senator. 

If there is any institution that we feel or any Senator or 
j this Committee feels has not been handled properly by the 
RTC, I tell you now I would join in an effort to see to it 
that we get the proper oversight. I have no problem with 
that . 


12 The Chairman, we have got eight additional 

13 members here that may or may not want to make opening 

14 comments and we did get in to something of a debate during 

15 that one. 

16 Senator Mack, you are next. You have an opening 

17 comment you want to make? 

18 Senator Mack. No, I do not. 

i 

19 The Chairman. Thank you. 

20 Senator Braun? 

21 Senator Moseley -Braun. Thank you very much, Mr. 

22 ' Chairman. I hesitate to get embroiled in a brawl, but I 

23 could not help but think, listening to the comments of 

24 Reverend Jesse Jackson's statement that a text out of 

25 context is a pretext. Now only Reverend Jackson could come 


a 
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1 i matter 'of fact, if it was not for my effort, we would not 

2 extended the statute of limitations. 

3 Let's get the record straight. 

4 j Senator Kerry. I have the record right in front 

5 j of me, Senator. It is right here. 

6 j Senator D* Amato. And I will read it too, and I 

7 will read it with the quotations in it. 

8 | Senator Kerry. Is the Senator saying he never 

9 voted against an extension? 


10 

i 

Senator D* Amato. 

I did not say that. I did not 

11 ] 

say that . 



12 ! 

j 

Senator Kerry . 

Correct. The Senator voted 


13 

' against an extension. 



14 j 

Senator D' Amato. 

Not four times. 


15 

Senator Kerry. 

I did not say four times. I 

said 

16 

| four times we tried to get 

it, and four times we failed 


17 

because it was stripped in conference. 


18 

. Senator Gramm. 

Mr. Chairman, are we doing 


19 

i 

opening statements or is this a debate? 


20 

1 we have got people here that are important that 

21 

i 

have jobs to go to. 



22 

Senator Kerry. 

I just want to lay out very 


23 

clearly, I am willing to have any facts laid out but if 

we 

24 

( are going to come at this. 

then I also want Columbia 


25 

Savings, I want the full measure of Texas, and I want all of 
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the floor. 

1 Senator Kerry. This Senacor came to this 

; i 

1 Committee and tried to get this Committee to investigate 

1 

BCCI, and the response of the Senator from New York and 

;! 

| others was this Committee should not be involved in 
| investigations. And we could not even get a subpoena. 

This Senator -- 

] Senator D' Amato . I was helpful to you in BCCI. 

Senator Kerry. Let me finish. 

Senator D' Amato. Okay. 

Senator Kerry. This Senator came to the floor 
and suggested, as did the Senator from Colorado previously. 
Senator Wirch, and he sat right here and we fought in this 
Committee again and again to get full disclosure with 
respect. But this Committee- could not proceed forward. 

Four times we voted on the floor of the United 
States Senate in an effort to try to extend the statute. 

The Senacor from New York voted against it. Finally turned 

i 

around -- 

I 

Senator D' Amato. That is absolutely incorrect, 

Senator. 

Senator Kerry. He voted against it twice, and he 

finally 

Senator D' Amato. No, we voted for a clean bill, 
and you know that. And I supported language, and as a 
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che nature that would require a response. So, Mr. Chairman, 

1 

I will try to hold, but I will tell you, I reserve the right 

j 

to answer my colleague when he puts forth and challenges me 

j 

i as to my motivation. All I want are the facts. 

Senator Kerry. Well, I want the facts. 

i 

. Senator O' Amato. If you do not want the facts to 

come out, chat is your business. And if you want to ask 
| facts on any other banking institution, and that is our 
responsibility, then we should do it. But do not hold me 
because I did not ask about something in Texas. 

If somebody comes forward and says to me they 
j want to know something that is incredible conflict, I say we 
should look at it. 

Senator Kerry. I believe I have the floor. 

Well, you see, I want people to understand. 
Senator O' Amato. They understand. 

Senator Kerry. I want them to understand the 
I double standard. 

Senator D* Amato. I do not see a double standard, 
j Yes, I do see a double standard. I would say to my friend. 

i 

I see a double standard. I see a cover up here. : see a 
* whitewash here. 

Senator Kerry. Mr. Chairman, do I have the 

floor. 


The Chairman. Senator 0* Amato, Senator Kerry has 
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1 ' Senator Kerry. Mr. Chairman? 

2 | Senator D' Amato. Well, you asked why. 

3 Senator Kerry. Mr. Chairman, I believe I have 

4 the floor. 

5 The Chairman. The gentleman from Massachusetts 

•I 

6 has the floor. 

7 Senator Kerry. Now let me point cut to my friend 

8 .| from New York, that is the obvious rejoinder and we knew it 

9 would come to that. But do not come here and suggest 

10 therefore that this is somehow bipartisan. Because this has 

11 nothing to do with federal policy on savings and loans. 

12 It has to do only with the question of whether or 

13 not the President might have done something wrong. 

14 Senator D # Amato. No, I did not say that. 

15 Senator Kerry. Then you come 

16 Senator O' Amato. Maybe you said that, z did not 

17 say that he did anything wrong. Let's understand that, so 

18 do not put words in my mouth. 

i 

19 | Senator Kerry. Then if he did not do anything 

I 

20 wrong, and it has to do with the question of policy, you 
I 

21 have to ask the question: Why are those other institutions, 

22 ~ why are the Texas institutions not of this significance. 

23 In fact, maybe we ought to be -- 

24 Senator D' Amato. No one ever suggested that, and 

25 the only reason I am asking is because you are putting it in 
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| nor was it ever by our colleagues. 

j Then you go for several ocher pages and there is 

no ccher institutions . There are a lot of other big 

i 

institutions, many cf them in Texas, I might add; some of 
j them elsewhere. 

j Independence Federal Loan in Batesville, 

Arkansas, but they are not asking about that. 

:| 

You can go down through the hundreds. They are 
still net asking any questions. You go down through 137, 
but they are not asking any questions. You do down through 
160, but they are not asking any questions. You go down 
through 133, but they are not asking any questions. 

Then you have got a couple more. And cr.e of 

| them, finally, number 194 is Madison, and that is the only 

! 

one they are asking questions about. 

Now we tried four successive times - - 
Senator D' Amato . Did they figure out why? 

Senator Kerry. It is very easy to understand 
! ' why. It is because the President of the United States •- 

i 

j Senator D' Amato. -- and his wife represented the 

firm. I mean, and we talk about cover up. We talk about 
- looking at the facts. All we are saying is, let's see the 
facts here. 


24 You want to know why? Because today, we have r.cc 

25 had the facts. We have had obfuscation. 
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1 believe he con:::buced to the campaign of Senator D' Amato. 

2 ne was nominated by President Bush to be a Deputy Attorney 

3 General in 1989, but because he was not absolutely in line 

4 with ail of President Reagan's appointees to the judiciary, 

5 he finally withdrew. He was the Chief Prosecutor in 

5 | Manhattan, appointed by President Ford. President of the 

7 American Bar Association, and he is investigating this case. 

8 I do not think you could find a prosecutor in the 

9 United States who comes to this with better credentials of 

10 impartiality and of substance and capacity. 

11 It seems to me Congress has learned something 

12 about invading the prerogatives of special prosecutors and 

13 ruining cases by virtue cf our intrusion: witness what 

14 happened in Iran Contra. 

15 But leaving that aside, I hope the press will be 

16 very, very clear. Madison, if you look down the list of 

17 cases, these are the list of cases, the cost cf bailouts. I 

18 would like my colleagues to look at this. 

i 

19 . Here is the first page of major bailouts in the 

20 , United States, beginning with Lincoln Savings, going down. 

21 We got First Savings of Arkansas, Little Rock- based. It is 

22 ' number 20, but not a question has been asked about that, 

23 cbviousiy. If is worth about $847 million. 

24 You go down to number 34, you have got the Savers 

25 in Little Rock, but not a question's been asked about that, 
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legal billing, thousands of lose invoices, so the RTC could 
not even determine whether a bill was legitimate or not. We 
were told about sexual discrimination, physical harassment. 
We~were told about RTC employees being asked by RTC managers 
to fabricate data for Congress when the real data was 
unavailable, it would not look good. 

We heard allegations of the RTC Inspector General 
being viewed by employees as in bed with management or 
incompetent. And we heard particularly disturbing evidence 
of the government taking a dive in prosecuting cases against 
S&L wrongdoers in Colorado and Texas. 

No hue and cry across the aisle from my 
colleagues suggesting we ought to extend the statute of 
limitations. No hue and cry suggesting that we ought to 
have a special prosecutor for Texas. 

Following the hearing, the Treasury promised to 
respond to the allegations made by these whistleblowers. I 
still have questions about it but they are working at it;' 
something that never happened in the prior twelve years. 

Now despite the hiring of some good people in 
Washington, I still think there are serious questions today 
about these abuses and what is happening there. 

But I think you have to stop and take a hard look 
at what is happening here with respect to Whitewater. 

We have a special prosecutor, a republican. I 
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j side of the aisle have not seen fit to concern themselves 

i 

about . 


8 


10 


12 


14 


IS 


17 


13 

20 

21 

22 


24 


So when my colleague comes here today suggesting 
that we have got to proceed in a bipartisan fashion on what 
is very clearly a partisan singling out cf one institution, 
it is very hard for me to really take it that seriously. 

And I hope the members of the press and the 
members of the public, who are watching, understand 
specifically what is happening here. 

On September 23rd, last fall, this Committee took 
the testimony of some 13 whistleblowers for five hours, and 
they described a shocking array of problems at the RTC, 
potentially costing the taxpayers billions of dollars. 

Not one of the chairs across the aisle had a 
Senator sitting in it. Not one republican saw fit to come 
and care about the RTC when those whistleblowers were here 
talking to us. 3ut today we are concerned about one 
institution. 

Now we have heard allegations of steering of 
contracts by RTC personnel to former and future employers. 

We heard of major accounting firms receiving huge RTC 
contracts and then hiring inexperienced people off the 
street, and padding the bills after they did incompetent 
work. 


We were told about faulty computer systems for 
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Administration had very few of its own people in place. And 
in handling RTC matters, the Administration was forced to 
rely on the very people who were responsible for the 
catastrophe of the RTC, a catastrophe which came to us 
during the last twelve years of non- regulation. 

Because the Administration was relying on the old 
guard, I then expressed my concern that it would be very 
difficult practically to carry out reforms that the RTC 
needed. 

Now a year later, despite Z think heroic efforts 
by Secretary Altman, the Secretary and others, some real 
improvements have taken place, and some good people have 
been appointed by the Administration, but I believe because 
of the depth of problems which existed at the RTC during the 
previous twelve years, without adequate regulation, that 
j this Administration has not had time to get a handle on the 
full measure of shortcomings that existed. 

Over the past year, my staff has talked to 
literally dozens of employees and managers, none of whom 
j have been talked to by my colleagues across the aisle who 
today express such concern about one institution. 

And these people told us of reports of disarray 
! at the RTC that have only scratched the surface. And that 
in reality, regional offices in the fields, the situation 
remains worse, something that my colleagues on the other 
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specific questions on that matter. 

Thank you. 

The Chairman. Thank you. 

Senator Kerry? 

Senator Kerry. Thank you very much, Mr. 

Chairman. 

I guess our colleagues on the other side of the 
aisle have sort of signalled an intent, which they have been 
signalling for Some days, to turn a review of the RTC into a 
dialogue, if that is the word that can be used, on 
Whitewater. 

I will reserve a few comments on that. 

I want to first address some of the RTC issues 
and then sort of mix it in a little bit, perhaps with some 
of where we are going here. 

A year ago, when the Secretary appeared before 
this Committee with a nine -point plan to reform the 
Resolution Trust, I remember then expressing my concern that 
the Treasury did not have an adequate picture of the 
magnitude of the RTC's problems, including the massive 
fraud, waste, abuse, etcetera. 

I did not hear my colleague from New York 
suggesting it at that time; I did not hear my colleague from 
Missouri suggesting it at that time. 

I was especially concerned because the 
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1 ! normally only get the blame. 

J 

2 In my questions, I am however going to focus on 

i 

3 ! one particular issue, and that is the position the control 

i 

4 retention of documents in the Madison Guarantee case 

5 because, frankly, there are a lot of us who have grave 

6 . concerns about what has happened to the documents. 

i 

7 First we heard Whitewater documents now we did 

8 not have any, t^ey disappeared, no, they were not there. 

9 Then the tragedy that befell Mr. Foster, everything was 

10 accounted for. And Mr. Nussbaum said that he had a list of 

11 all the documents. 

12 And the press brought to our attention, after 

13 months of hard work, that Whitewater files were in Mr. 

14 : Foster's office. A search occurred the night of his death 

15 and files wetfe taken out by White House political aids. 

16 Then we hear the White House was voluntarily 

17 sending documents to the Justice, and the White House had 

18 asked for a subpoena. 

19 ( Then the White House had heard about the 

i 

20 i subpoena, and it called Justice to negotiate the terms. 

21 We have heard about shredding documents. 

22 We have heard many stories that raise grave 

23 concerns about whether the facts will be available for the 

24 special prosecutor and others. 

25 And in my question time, I will address some 
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j 


Mr. Chairman, people want us to put this sorry 
chapter in American financial history behind us 

I know there is a lot of work being done, but the 
public wants to know what has been achieved. 

I urge the Administration once again to make 
closing the RTC a top priority. 

Thank you. 

The Chairman. Senator Bond? 

Senator Bond. Thank you, Mr. Chairman. 

In probably a man- bites -dog reversal of fortunes 
around here, when we have people from the financial 
regulatory institutions before us, I want to congratulate 
you and thank you for the good jobs that you have done. 

We are seeing a significantly lower deficit 
because of the successful resolution of many of the savings 
and loans. The men and women who have worked all these 
years, they have not just sprung to life in the last few 
years, in the last year, they have done a good job. we are 
resolving thrifts, failed thrifts more successively. 

We have benefitted from low interest rates, and I 
appreciate the dedicated work of our independent Federal 


Reserve . 


In doing that, the FDIC premium fund has built up 
and we are in better shape and there is much praise that 
should be attributed to a lot of hardworking folks who 
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i Senator Moseley- Braun, I wrote to President Clinton December 
1 16th, urging him to appoint a new head of the RTC . We want 

the President to make this a top priority. 

And I will be very interested today to learn, in 
j detail, the progress of the search and the Administration's 
: commitment to that. 

j Another issue of great concern to my constituents 

| is the effect of the rising interest rates that will have on 
the recovering S&L industry. I am very interested to hear 
Chairman Greenspan's thoughts in that area. 

The kinds of activities that resulted in the 
j creation of the RTC were generally not found in financial 
institutions in my home State of Washington. 

| Every banker in my state brings to me regulatory 

problems which she or he blames on the S&L crisis. 

| Mr. Chairman, relatively few thrifts failed in my 

state. Washington's financial institutions are among the 
^ most community-minded in this nation. CRA ratings for our 
j banks are among the highest in the nation. 

The people in the Pacific Northwest feel they did 
not cause this problem, but they surely know that they are 
paying for it. Most of the problems associated with the RTC 
occurred during the two previous administrations. Much cf 
the anger which people feel about RTC however has not 
subsided. 
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The Chairman. Senator Murray? 

Senator Murray. Thank you. 

Mr. Chairman, almost a year ago, we sat in this 
very room and considered the Thrift Depositor Protect Act of 
1993 . 

The program and funding for the Resolution Trust 
Corporation was not an easy process nor one without pain. 

And along with you and other members of this Committee, I 
insisted on increased accountability for all RTC spending. 

I did that with the hope that we could put the 
RTC out of business as soon as possible, save the taxpayers 
significant amount of money, and get on with other important 
national needs and goais. 

I am disappointed that, in spite of assurances 
which this Committee was given last March, that there is 
still no permanent head of the RTC. 

Mr. Chairman, I have a great deal of respect for 
Roger Altman, but I cannot understand how he can possibly 
have the time or energy to undertake two of the most 
demanding positions in our government: Deputy Secretary of 
the Treasury and the interim Chief Executive Officer of the 
' RTC. 

Management reforms start with a permanent 

manager. 

Along with my colleagues, Senator Boxer and 
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Senator D' Amato. Well, Mr. Chairman, for point 

] of amplification, let me say that my staff has been 

! requesting this by way of telephone, by way of talking to 

j staff over a period of time. 

I 

:j We did not even learn of the existence, and I do 

j not know if anybody else knew of the existence of this 

' report, as it relates to the RTC and the possible conflict, 

] until February 17th, and we only learned about that, I 

think, as a result of an article that appeared in the media. 

Now it is one heck of a thing, when we are asking 

^ for information, and get little, if any, chat we have to 
; learn of the possible existence of this through the media. 

And that is what prompted us to then formally request this 
■ by way of a letter. 

And I have to tell you something. If they had 
this report, they could have sent it over on Friday. They 
could have sent the report over on Tuesday morning. 

You certainly do not wait until the end cf 

j 

j business on Wednesday evening and send the report over at 
| 9:00 o'clock, 9:30; that is wrong. That is simply wrong. 

And if you want to talk about stonewalling, that 
~ is what has been going on. Obfuscation, that is what has 
been going on. 

If I have any faith in terms of how this matter 
is being pursued, the answer is absolutely not. 

i 
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The Chairman. Well, we will take that up later 
2 \ when you present that point. 

2 Let me just, for completeness of the record, ask 

4 unanimous consent to insert the letter that you sent over to 

5 the RTC dated February 18th, requesting these documents that 

6 ! arrived last evening. 

■i 

7 And I think it is important to note chat this 

8 \ request, which will be in the record, was made last Friday, 

9 and members here can account for why the documents arrived 

10 iast evening. 

11 But I do think it is important to note that the 

12 request you made was not all that long ago, and the 

13 materials that they have assembled are now here. 

14 But 

15 (COMMITTEE INSERT.) 

16 

17 

18 

19 

20 
21 
22 

23 

24 

25 
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1 the Conroittee and/or its staff, so that we can see to it 

2 that what should be done is being done. 

3 There are just too many questions that are 

4 unanswered in this situation to date. There are not 

5 | satisfactory explanations. See to it that all the 

6 | documentation that can and should be provided to the 

7 J appropriate authorities is done so, certainly on the civil 

8 j side. 

9 1 The criminal side, that is another matter. 

i 

lb So later on, I will have a formal request to put 

11 forward to you, Mr. Chairman, but I would hope that we could 

12 | join and do this in a bipartisan fashion. 

13 And I thank the Chair. 

14 (COMMITTEE INSERT.) 

j 

15 

16 
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1 j * As I have indicated, last evening I had a very 

2 1 brief discussion with the Acting Chairman who is, by the 

3 ] way, I think placed in a very difficult position through no 
•I 

4 j fault of his own. 

i 

5 j I think Mr. Altman finds himself in a position 

6 where here he is, a presidential appointee, running the RTC, 

I 

7 ( now eleven months. I do not know how he handles the 

8 ] situations which put him into possible conflict where he has 

9 to be making decisions as to what to do, what actions to 

10 take or not to cake, as it relates to the Whitewater matter 

11 specifically. 

12 I know he's indicated to me that his term is up 

13 March 30th, and he cannot wait for that to take place, for 

14 j it to end. I do not blame him. But I have to tell you, I 

15 would like to* know who is supervising this, what is taking 

16 place. 


17 


18 

19 

20 
21 
22 

23 

24 

25 


And, Mr. Chairman, I would also like to put forth 
j to you a request, and you have been extremely fair. It 
| seems to me that this Committee has an obligation to find 
j out and get out all of the facts, not to impede the special 
prosecutor and/or his undertaking. 

_ That I would hope, Mr. Chairman, that you would, 

in a bipartisan fashion, as you have moved forward, ir. 
seeing to it that the documentation of the facts as it 
relates to this case are made available to the Committee, to 
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criticized about it. This i9 political. 

Let me say this. We do not ask for any special 
treatment, nor do we expect that people who come from high 
i places or powerful positions that there be special treatment 
accorded. We say that the law should be afforded to 
everyone . 

And were it not for Senator Metzenbaum and 
Senator Murkowski and our resolution that extended the 
statute of limitations, and that was done overwhelmingly in 
the Senate and in the House, why, the statute of limitations 
of February 28th would have been upon us. 

| The RTC had no way of knowing that that was going 

■ to take place. They never anticipated it. And so when we 

| asked what, if anything, was being done by way of a lawsuit, 
I see what was being done: nothing. I see what we had as an 
analysis as it relates to any possible conflict, and i see a 
1 referral over to general counsel. 

■ And I cam say that it was only fortuitous that 

j the situation built and we were able to at least extend chat 
j statute to 1995. 

I am going to ask, because I know we want to get 
to some questions, and I know that other of my colleagues 

i 

have questions to raise, but I will be asking members of the 
! RTC Oversight Board, many of the same questions I have 

I 

raised in my letters and on the floor of the Senate. 

i 
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I am going to give you a little time, Mr. Altman. 
I spoke to you last night, the deputy secretary, said some 
of the questions I was going to ask you. So let me tell 
you, I am going to ask you what has taken place, what action 
is taking place, who's revealing this, because I have to 
tell you I find this unacceptable. This is the kind cf 
thing that just does not square up. 

Then it goes on, it says this investigation was 
coordinated with the FDIC who conducted a separate and 
independent investigation of this matter and the FDIC 
attorney is John Downing . And of course I saw his report 
which I think leaves a lot to be desired. 

So, Mr. Chairman, I am sorry to have to open the 
hearing in this manner, but when documents of this import 
are dropped on us at midnight, that is not fair to us, it is 
not fair to the American people, it is not fair to the good 
work and the hard work that has been done by lots cf people 
in the RTC in resolving many of the disputes. Because 2 
think we have come a long way towards meeting many cf the 
goals. 

I am going to ask that the rest of my statement 
~ be placed in the record as if read in its entirety. 

But I will say this to you. I have been troubled 
about the handling and the manner in which the Madison 
Whitewater situation has been handled. I have beer. 

Ace-Federal Reporters. Inc. 

Nationwide Coverage 

2Q2-W7-370O ’'00-336-6*16 410*84-23?*' 



US2J0 



5059 


540121 ] 10 

9/aeh i 


1 fascinating and interesting, and I hope my staff has been 

2 ! able to pass it out to my colleagues, any colleagues 

3 ^ interested in it. 

4 • Interviews cf current or former Rose Law Firm 

5 ' attorneys who may be knowledgeable ch this mater were not 

5 conducted. 

•I 

7 This is really one heck of a thorough report. I 

8 j mean, interviews of those people who were knowledgeable were 

5 not conducted. 

10 It goes on at the end summary, Rose did not 

11 represent matters and prior to its failure of the savings 

12 and loan, but it does talk about the fact that there are 

13 some very interesting, and I leave it for the media and 

14 others and some of the lawyers to analyze wrat they knew, 

15 what they did not knew, the accounting firm that they were 

16 called upon to sue, that they had used and before state 

17 regulatory agencies, in order to put out an underwriting. 

13 I find if that is not a conflict, certainly in 

j 

19 j the utilization of that law firm to sue these people who 

20 ; they had hired and settle the suit for considerably less 

i 

21 than it was initiated on certainly raises with this Senator, 

22 'and that is known as the Frost matter. 

23 It concludes by saying that this report is 

24 provided to the Office of General Counsel for any action it 

25 deems appropriate. That was sent on the 8th. 
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1 place? ~ what are you doing? What action is taking place? 

2 I must say that if this constitutes the bulk of 

3 the action, it is quite deplorable. 

4 I must say that this document is dated. Mr. 

5 Chairman. February 8th. and yet we get it. as I called it. 

o in that midnight delivery last evening along with 100 pages 

7 of attachments or 200 pages of attachments. Sven if you 

8 • took that Evelyn Wood speed reading course, I think you 

9 would have difficulty getting through it all. 

10 And delivered last evening well after office 

11 hours where staff just really had an opportunity and I have 

12 just had an opportunity to read it for the first time. We 

13 will make it available. 

14 I have to say this to you. Were it not for some 

15 media report, it was the Washington Times, we had no 

16 inkling, no idea, before we actually asked specifically for 

17 this report I think last week, and that obviously was 

18 available since February 8th. 

i 

19 I will just refer to, and this was the first time 

20 . literally, at ten minutes to 10:00, that I had an 

21 opportunity to look at it. 

22 * Scope of the Investigation. This investigation 

25 focused on whether or not the Rose Law Firm discloses 

24 previous representations of matters into the FDIC and the 

25 RTC . I underlined a little part. I think it is quite 
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into the presentations and get into the questions. 

Senator D' Amato? 

Senator D' Amato. Thank you very much, Mr. 

j Chairman. 

: Mr. Chairman, let me first, at the outset, thank 

you for your cooperation in this matter, for calling this 
hearing, and for also joining with me and other of my 

I colleagues in requests that we have made of the RTC for 

i information. 

j I think it is fair to say that without your 

jl 

• having joined with us, some of the information that was made 
available and some responses that we received would never 
have been received. 

| We may question the adequacy of those responses 

but, were it hot for your help, we would not have had any. 

I am going depart from my prepared remarks for a 
moment because something quite unusual took place last 

I evening. I call it the midnight delivery. 

Boxes of material began arriving at our Banking 
| Committee office after hours. One came in close to 10:00 
j o'clock. The most interesting of them, I found, was this 

! ' RTC conflict of interest analysis of the Rose Law Firm. I 

! 

was not even aware that there had been such an analysis, and 
j of course we have been asking that now, through staff and 
through letters, for quite awhile. What has been taking 
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| years, 'since we began this process of dealing with the 
| failed thrifts, in August of 1989, we provided $50 billion. 

! In March of 1991, $30 billion, December of 1991, another $25 
billion, but only $7 billion of that was actually spent by 
,j the April 1992 deadline. 

| And then in December of last year, we approved 

' what we understand to be the final funding leg which carries 
j with it unspent funds previously provided, a total of $18 
billion Drovided in December of 1993, which brings us up, if 

•! 

you add up all those numbers and do the offsets, to a figure 
5 of 105. 

My understanding is that there is roughly about 
$24 billion of that total that is available to complete this 
| job. And if that number is not correct, I would appreciate 
having you give for us today as accurate an assessment of 
those numbers as you cam. 

Now what I am going to do this morning, I am 
, going to, in a moment, call on Senator D* Amato, and because 
j I know there are going to be questions that members want to 
| ask, I want to reserve as much time as I can today for 
j questions. 

- So after Senator D' Amato makes his opening 

statement, I will call on other members, but I would like to 
j ask members on both sides in the opening statements today if 
they could be brief in what they say, so that we can get 

i 

i 
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Lasc March, here. Secretary Bentsen premised this 
Committee that he would undertake a series of management 
J reforms at the RTC to address issues of waste, fraud, abuse 
and mismanagement . 

I Congress incorporated the requirement for those 

reforms and a number of others into last year's finai 
funding legislation, so we are very interested in learning 
what changes had been made and how successful those changes 
j appear to be. 

1 Finally, the Committee held a hearing last 

| September which a large panel of impressive and credible 

I whistleblowers testified. Based on that, I asked the R7C to 

i 

{ investigate their claims and I want to hear today what has 

been done to evaluate those claims and what collective 

j 

| actions have been taken. 

These whistleblowers testified about waste and 
mismanagement involving, among other things, the contracting 
oversight, professional liability activities, and asset 
j disposition efforts of the agency. 

So we look forward to the Oversight Board's 
j - testimony on this matter, as well as its presentation or. the 
( progress made by the R7C at this time. 

| I might just add one other thought just to sort 

of put everything into context, and that is that over the 
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1 early December. 

2 ' Furthermore, sales of hard- to -sell assets i the 

3 second half of last year fell to less than half of those 

4 sold in the previous year. So we hope and expect that our 

3 witnesses today will be able to advise us as to when we can 

I 

6 expect a resolution activity to resume, and whether the 

I 

7 slower pace of asset sales simply reflects the fact that 

8 j they are now down to the point of selling very difficult to 

9 sell assets, and if so, we need to have that explained to 

10 us . 

11 The RTC is of course scheduled under present law 

12 to terminate on December 31, 1995. Any assets that the RTC 

13 is unable to dispose of by that date will be transferred to 

14 the FDIC. At the same time, the FDIC will have to reabsorb 

15 up to 1,600 RTC employees who have the right to return to 

16 the FDIC. 

17 Obviously managing that transition alone will be 

18 a difficult task. So we will want to hear what progress has 

19 been made in planning for the transition to the FDIC, and 

20 how large a pool of assets the RTC expects to leave when it 

21 goes out of business for ultimate disposition by the FDIC. 

22 Now the RTC has been criticized extensively for 

23 the way it has conducted its operations over the years. We 

24 have had numerous GAO reports pointing out problems and have 

25 heard testimony from many witnesses detailing past mistakes. 
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And Jonathan Fiechter, who is the Acting Director 
of the Office of Thrift Supervision. 

The FIRREA legislation required that the 
Oversight Board make semiannual appearances before this 
j Committee. This now is the seventh such semiannual 
| appearance here . 

; At all these hearings, the Oversight Board has 

j been required to update the Committee on the progress that 
j the RTC has made in resolving thrifts under its control and 
j its efforts to sell assets of failed thrifts, 
j The RTC currently has 63 conservatorships that 

remain to be resolved. 

As of year end, the RTC had assets in those 

■I 

| conservatorships and in receiverships with original book 
values of approximately $66 billion. Two- thirds of that 
j amount is in what the RTC calls "hard- to- sell * categories. 

I Well, the RTC has so far disposed of more than $393 billion 
' in assets, or approximately 90 percent of their (Joook value, 

| lately, progress appears to have slowed markedly in selling 
j RTC assets . 

Despite the provision by Congress last fall of 

I 

' 'ample funding to permit the RTC to complete its task for 
resolving failed thrifts, and a financial plan that calls 
! for the resolution of 43 institutions in the first quarter 

I 

of this year, the RTC has resolved no conservatorships since 

i 

f 

i 

i 
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The Chairman. The Committee will come to order. 
Let me welcome all those in attendance this 

morning . 

j I want to say again to my colleagues how much I 

j appreciate the cooperation yesterday in reporting out the 
j Interstate Banking Bill. I think the fact that we were able 
■ to act unanimously was a very important statement of how 
| good that piece of legislation is, and the cooperation back 
and forth across both sides of the Committee dias. 

This morning we welcome the RTC Thrift Depositor 
Protection Oversight Board. And there are here to discuss 
with us their semiannual report regarding the activities and 
the operations of the RTC. 

| Treasury Secretary Lloyd Bent sen, our former 

colleague, serves as Chairperson of the Oversight Board, and 
! Deputy Secretary Treasurer Roger Altman is Acting Chief 
Executive Officer of the RTC will be the ones testifying 

. directly today. 

1 

j The other members of the Board are also here 

j today and are available for your questions, and we will have 
some for them. 

' ~ They are Alan Greenspan, Chairman of the Federal 

Reserve . 



Andrew Hove, who is the Acting Chairperson of the 

I 

. FDIC. 

i 
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Hearing on 

j THE SEMI-ANNUAL REPORT OF THE RESOLUTION 

j TRUST CORPORATION THRIFT DEPOSITOR 

PROTECTION OVERSIGHT BOARD 
THURSDAY, FEBRUARY 24, 1994 

United States Senate 

< Committee on Banking, Housing, 

and Urban Affairs 
Washington, D. C. 

The committee met in Room 538 of the Dirksen Senate 
| office Building at 10:05 a.m., the Honorable Donald w. 

| Riegle, Jr. , chairman of the committee, presiding. 
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Page 4 - Memo, John Latham/ Jim McOougal 
July 1, 1986 


Additionally! the density of the foliage prohibited a view of the 
ocean from the interior lots Lying immediately behind the ocean 
front Lots, thereby diminishing the vaiue of those Lots because of 
this Lack of view of the water. 

Initially, unsuccessful attempts were made to empLoy timber 
cutters with chain saws to selectively clear the ocean front Lots. 
This process proved too slow and too costly. When it was 
determined that lot preparation could not keep pace with sales 
using this method and further determined that this process 
distracted from the beauty of the lots because it Left them 
covered with stumps, another soLution was sought. 

Mr. Randolph, who was thoroughly familiar with the use of 
mechanical methods employed by the company to .prepare lots for 
sale and who had had extensive experience working in various 
subdivision owned by the company, was asked to come to Campobello 
to devise a method of overcoming this landscaping and marketing 
problem. Upon his arrival he immediately leased the proper bull 
dozer for such work and trained bull dozer operators living on the 
island as to the proper method of selectively clearing the Lots and 
removal of the rsulting debris from the Lots. Direct correlation 
by the increasing sales and his arrival is easily demonstrative. 
For example, every Lot he caused to be prepared in his first week 
of work was soLd that weekend. His additional duties invoLved 
building driveways which permitted access from the main 
thoroughfare through thd Lot to the water's edge. 

Tha company own* a larga tract of land abutting tha highway 
immediately at the entrance to the island. Our predecessor in 
title had cut the timber from this tract some years ago. When 
-his sort of clear cutting occurs on that island, a Large busny 
plant, which is quite unattractive, grows to a great height and 
has an especially virulent root system which inhibits its removal 
effectively even by a bull dozer. Mr. Randolph purchased a new 70 
horsepower tractor then attached a device known as a "tree eater” 
to be used in the eradication of this plant. This method was 
effectively employed and the entrance to the island again 
beautified so as to make the ocean visible, thus greatly 
enhancing the vaiue of our entire property. Mr. Randolph Left the 
tractor he purchased at Campobello where it is in use until this 
time. Personnel he trained in the proper method of beautification 
of our property are continuing the process this year with very 
beneficial effects. 

JM/ss 

Att 
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foundations, the adding of brick trim, and supervision of 
correcting any defect in the workmanship of the house, and 
supervision of the installation of central air conditioning and 
utilities* 

MADISON PROPERTIES 

Madison Properties assets consists primarily of a very large 
masonary . building located on several acres with two producing . gas 
wells in Madison County just south of the county seat of 
Huntsville. Madison Properties has no connection to Madison 
Guaranty Savings and Loan or Madison Financial Corporation, 

MASTER DEVELOPERS 

Three stockholders are working in conjunction with the development 
of 59 acres located on 145th Street, Two stockholders have 
extensive experience in real estate development and sales. These 
individuals have engaged in exhaustive market research to 
determine immediate commercial use for subject property. Their 
feasibility and marketing studies indicate the immediate need for 
a fast- food outlet to serve the several hundred industrial and 
service employees presently employed within 1,500 feet of subject 
location. There is no such outlet within several miles to serve 
the heavily populated suburban areas surrounding the property. 
Additional trade is anticipated from traffic generated by the 
freeway which services the location. 

For the same reasons outlined above, need is indicated for a 
convenience store and gasoline outlet. As mentioned above a 
convenience store is esential to the successful sale of 
residential Lots. Roadrunner, Incorporation, a highly successful 
Arkansas based convenience store and gasoline outlet franchiser, 
has conducted an extensive market survey which has concluded that 
such a facility located on subject property would be successful. 
Two of the principals of Master Developers have arranged for 
separate financing to erect such a facility. 

Also, negotiations are far advanced for the sale of two acres jf 
the property to a building supply and insulation firm. 

The preliminary master development plan for the business park :o 
be created is completed and a copy is attached. 


ISLAND CONSTRUCTION 

The lots at Campobello which were under development last year, 
were so heavily overgrown with spruce trees and other foliage, 
that our sales people were finding it difficult to walk " w 
prospects from the road to the ocean therefore, greatly ir+ ‘ 
the sale of frontage lots. 
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MAD I SOM REAL ESTATE 

When initial sales began at Maple Creek Farms in April of 1983, 
the listing broker was Perryman Realty Company, Inc. Mr. Perryman 
had, at this time, other interests including his own subdivisions. 
This prohibited his devoting the seven days a week necessary to 
the sales effort then under way at Maple Creek Farms and his 
listing was terminated. 

Some of Mr. Perryman's better saLesmen desired to remain at Maple 
Creek and continue selling. However, Arkansas law requires that 
real estate salesmen be under the direct supervision of a licensed 
real estate broker. Mrs. McOougai holds a valid broker's license. 
In 1983, her license was held under the name "McDougal Real 
Estate" although she was not actively involved in the sale of 
real estate at this time. 

Upon the termination of Mr. Perryman's activities, Mrs. McDougal 
changed the name of her real estate company to " Madison Real 
Estate Company". Madison Real Estate became a wholly owned 
subsidiary of Madison Financial Corporation. From that time until 
the present, Mrs. McDougal has performed the duty of supervision 
broker for the various salesmen working for Madison Real Estate. 
Although it is normal practice that the supervising broker 
receives at least thirty percent of commissions generated by the 
salesmen under their supervision, Mrs. McOougai charged no such 
fees. The only fees Mrs. McOougai has received from Madison Real 
Estate are fees for sales she made personally. 

SORENSON ENTERPRISES 

Sorenson Enterprises is a sole proprietorship owned by Erik 
Sorenson. Mr. Sorenson is a general contractor engaged in 
construction and landscaping work. He built the sales office for 
the subdivison at Camden known as Creentree Farms. He also built 
the sales office at Fair Oaks. At several of our subdivisions in 
-southern Arkansas, he supervised the painting and erection of 
signs in entranceways. He employed in these subdivisions a crew 
of men engaged in selective clearing of trees, planting of grass, 
and the general beautification of the subdivisions. Concurrent 
with this activity, Mr. Sorenson was engaged in building houses 
for other persons unrelated to this company. 

Because of the observed quality of his workmanship, he was placed 
under Mr. Dutton's command at Little Rock, and given the 
responsibility of constructing or making additions to various 
houses at Maple Creek Farms owned by the company. When the 
company undertook the development of Castle Grande Estates, an 
arrangement was negotiated with Mr. Sorenson whereby for a flat 
monthly fee he would supervise the assembling of the modular 
houses and these duties involvea the preparation of footings and 
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July 1 9 1986 

TO: John Latham 

FROM: Jim McDougal 

MADISON MARKETING 


When the service corporation undertook its first land development 
project in the spring of 1983, it was determined to primarily 
advertise the home sites through the use of television. The firm 
of Rothman and Lowery was retained as Madison's advertising 
agency. Because her education is in speech and drama, Mrs. 

-McDougal assisted in preparation of copy for the commercials, 
appeared in the commercials, and assisted in editing the 
commercials. She either wrote or rewrote ail newspaper copy to 
advertise the subdivision. Until the summer of 1984, the 
corporation undertook the development of other subdivision in 
addition to Maple Creek Farms. 

During this period the creative audio and visual quality of the 
production produced for the media by Rothman and Lowery 
progressively deteriorated. Additionally, the firm freauently 
made mistakes as to the placement of advertising or omitted to 
place advertising when instructed to do so. 

In late summer 1984, after advising the board of directors of the 
savings and loan and after seeking the legal opinion from counsel, 
Mrs. McDougal formed Madison Marketing. She undertook, with hirea 
assistants, the writing of copy, taping of spots, and placement of 
advertising for both the savings and loan and the service 
corporation. For the work she received exactly the same fee wnicr. 
u a< j K been paid Rothman and Lowery, with the exception of the fact 
that she did not charge for production of television spots or the 
writing of newspaper copy. 


Additionally » she negotiated a much lower rate structure with the 
television stations than the company had been paying when the acs 
were placed through Rothman and Lowery. In late January, :?35. 
Mrs McDougal permitted Madison Marketing to become a subsidiary 
of Madison Financial Corporation. Because Madison Marketing was at 
rhis point a "recognized agency" by the electronic media, *.ms 
resulted in Madison Financial Corporation receiving the 15 percent 
discount normally given advertising agencies. Mrs. McCoyaai 
continues to perform all the aforementioned duties in connection 
with the company 1 s advertising at no fee. 


1 
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Source Whitewater Development Corporation cltctk ledgers /‘Whitewater Develop intent Corporation cancelled checks 
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r *leral Ho'*e loan O.mk Boird 
fttro«T Or E.tAMIMAf |r?N 
COMMENTS 
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considered to be of supervisory Interest or concern, is iimwn h .- 1 ?w 

A • °b i'c t ioh.i ble Conflicts of Interest 

Conflicts of interest involving J i-»r$ I'cOO'iqsl. .1*1 M:M«.i.r*| t v I ; • I | 1 ,-n, 
Oenlev have been 'letriwent.il to tl«e safety md soundness nf the Insti- 
tution. These individuals are in control of Hie [nq nm 1-.1 'M-di-on 
Cnjrmry) through their stock ownership. James McDoufil owm b 1 . 5 T <*f tin 
out «f mdi 'H Madison shires. His wife, 5 -njn HcPo.iRal. own* I ? . , u«i i. rr 

h r*»» her t Willi.m ll«sl"v owns B . . In .am* « c i on r n I. i 1 ounrt 'lup cmitiol , 

Mf . Me Don p 1 1 . as Ft • i de nt of C ti e Institution's subsidiary I M.nl i s on 
Financial ) . has complete control of the I ml |rv«»lnpwent proj«»r*s 'liu.nr.i 
in comment B. 


Pus control ■■n.shl"«l Mr. McPrneal i« 
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7. John la than it ill relevant tint* v«t (f>| President 4.*4 
Cluaf Ciacutlvo Officer o f Madison Guaranty 4 nd 4 mick of ;;i 
Board of Olcsctorsi end 4 imm( of th# Board of Olrsccors and ms 
Secretary of m/c. 

I. Susan McOoupel ««« at all relevant tlaaa vife of Jaasa I. 
McOoupel. neaoer of tho Board of Olroctors of Madison Guaranty. 
President of Madison Baal estate# a division of MFC* and Prssidsnt 
of Nadlaon Mamet inp# a service providov to Madison Guaranty and 
RFC. 

9. Madison Reel Cstato a reel aatato broterepe oparation 
owned and operated by Madison financial vltb its principal brotar 
Susan McOoupel. 

10. Madison Martotlap van aa edvertlsinp syency mrouyn 
«nicb Madison financial sad Madison Guaranty purchased all of its 
advortlslAf for Itself and MFC'S roal ostato dovelopeento. 

II. Jin# David and Bill lanlay ("laaloy Brother!*) vero raal 
aetata eyents and/or developers for Madison Beal estate# vno sold 
property and received substantial rn— tsaloao and/or dovalopnant 
fees fro* Madison financial# 

11# frost « Coops sy purported tt servo as' independent 
auditor el Madison Guaranty and Us consol Ida tad subsidiary 
Madison fUenclel for tbs years IBM sad l»dl# 

IS# Janos O# Alford at all relevant tines use tne audit and 
account lap partner of frost a Coopsny la ebarye of tne Madison 
Guaranty audit# 

14# federal loos teas Bane board (*RUI'| is mo pnnary 
federal repeiator of Madison Guaranty# P1LBS baa evertipat of mo 
federal lone bean Bant of Oollas vbiab baa direct supervisory 
responsibility for Madison Guaranty# 



IS# mis action arises fron Greet I Conpany o trosen of its 
duty and aproenent to prsvldo professional ssrvicoo is mat « a 1 
defendant frost 1 Cenpany violated Generally Accepted Auditin' 
Standards i*GAAG*) la connection vltb Its audits of. and opinions 
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JIM MclC'JCAL 
?. 0. 3ox 1533 
Little ?.cc'< , ArV.ar.sas 7 2103 
November 3, 1335 





Mr. Charles 0. Campbell 
Vice President 
Security Bank 
?. 0. Box 670 
Paragculd, Arkansas 72450 

Re: Note #957-585, Bill Clinton 

Bear Mr. Campbell : 

inclosed is a «hite Vater Cevelcpnent Corporation check 
for $7,522.42, representing principal payment of $5,CCQ 
and interest payment of $2, 322. +2, on the above note. 


Thank you for your a 


JM/ss 

one 


n :o natter. 


Sincerely, 


, 7 y ! f 


Tim McCougal 


/zy?^ 



hJ& f 


P. 0. j 0 6 70 


PARAGOULO. ARKANSAS 72450 
501239-9571 


September 30, 1983 




Governor Bill Clinton 

1800 Center 

Little Rock, AR 7220S 

Dear Governor Clinton: 

Enclosed is a copy of our check 112677 in the amount of 
<20 800.00 representing the proceeds of your note. The 
original was mailed to: Madison Bank 6 Trust, Kingston, 
Arkansas. 

Sincefeiy. 

Charles D. Campbell 
Vice President 




PAY 


CDC/lam 


Security Bank 

P. O. SOX 670 

PARAGOUIO, ARKANSAS 72450 


N? 12fi77 


9- J0 a3 

■ — ,19 


8142/841 


CAOCAO* • • 'ad is on Dank 6 Trust 


2‘Jb 


$ 20,800.00 


NOT NEGOTIABLE 


:R loan -rrccccrfa far Gov. 3 111 Clinton 


coai. iooa£<ii: c?js-asi«- 
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was treated as an affiliate or related interest of Madison 
Guaranty and therefore subject to conflict of interest statutes. 
From a legal perspective, it could be argued that the McDougals' 
controlling interest in Madison Guaranty and their substantial 
ownership interest in Whitewater could qualify Whitewater as an 
"affiliate 11 of Madison Guaranty. Even if Whitewater is not 
considered a subsidiary, related interest, or affiliate of 
Madison Guaranty, such an extension of funds to a presumably 
"unaffiliated" entity would be very unusual and suspect. 

It has been publicly reported, with respect to this loan 
repayment, that both Whitewater and the Clintons took a tax 
deduction related to interest paid on the same loan — which the 
Clintons later recognized as improper double deduction after an 
article ran in the New York Times . What remains unclear is the 
larger question of whether the funds provided by Madison to 
reduce the Clinton's liability were proper or properly reported 
as income for income tax purposes. 

As you know, we have received broad hints from within the RTC 
that the agency has had under review money transfers from Madison 
to Whitewater. We will not know whether this type of activity 
was more pervasive and part of a larger pattern unless, and 
until, the agency provides us the documents we have requested. 

-If Madison provided any direct or indirect assistance to 
Whitewater, presumably half the value of such would redound to 
the advantage of each of the half owners. In any regard, the 
above money transfer underscores that then Governor Clinton had 
personal liabilities reduced by a payment from Madison. Such 
payment presumably carries ethical as well as tax implications 
and is part and parcel of the $47 to $60 million estimated 
taxpayer loss at Madison. 

Attachments 


/.zy*y 
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The check McDougal enclosed with his letter to Mr. Campbell 
is a Whitewater Development Corporation check dated November 
7 1989. The loan number referenced on the memo portion of 

the check is "Note Z975-585." 


According to the check ledgers for the Whitewater 
Development Corporation (WOC) , the corporation's checking 
account had the following balances: §189.50 on 10-10-85; 

and. $12.49 on 10-31-85. However, in order to cover the 
payment of $7,322.42 on the Clinton loan, a deposit is 
recorded on November 8, 1985 in the amount of $7,500.00. 
The deposit is listed as coming from "Madison Marketing." 

A 1988 Federal Home Loan Bank Board exam gives the 
impression that Madison Marketing was largely a sham 
corporation used to divert federally insured resources to 
insiders. The exam notes that "Until 1986, Susan McDougal 
owned Madison Marketing." The report also states the 
following: 


"Madison Marketing is paid for doing all the general 
advertising for Madison Guaranty and most of the 
advertising for Madison Financial's land development 
projects. All of Madison Marketing's business is 
derived from Madison Guaranty or its subsidiaries. 
Since 1983 these payments total $1,532,000." 


"Given the evidence of Madison Marketing's invoices, it 
is questionable how much of these advertising services 
are actually performed by the firm. The actual work 
. . . appears to be performed by others. It would appear 
that Madison Guaranty could have an employee perform 
similar work for much less money." 


"Mr. Latham (an officer of Madison] stated that Madison 
Marketing made no payments to any stockholders. This 
statement is false. As part of a test for such 
payments, the examiners discovered two remittances from 
Madison Marketing to Susan McDougal [a large 
stockholder of Madison] which total $50,000. This was 
a test, and there may be additional payments." 


CONCLUSION 

Given the above circumstances, it would appear that federally 
insured deposits (i.e., funds from Madison Guaranty through 
Madison Marketing) . which, with the later failure of Madison 
became, in effect, taxpayer obligations, were transferred for the 
direct personal benefit of the former Governor. 

Xl)( above payment also raises the question of whether Whitewater 
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MEMORANDUM 


TO: Congressman Leach 

FROM: Banking Minority Staff 

RE: Madison Guaranty ("Madison") 

In reviewing documents related to Madison in the possession of 
Minority Banking, we have cone across material which say indicate 
direct payment of a loan of Bill Clinton's by Madison through a 
subsidiary. 

Since the Minority's investigation is concerned with the possible 
misuse of federally insured funds to assist Whitewater and/or the 
former Governor, we thought we should share the following 
information with you. 

SUMMARY 

Based on documentary evidence available to the Minority, it 
appears that Madison Marketing served, in at least one instance, 
as a conduit of funds from Madison Guaranty to Whitewater and 
Governor Clinton. If this is correct, it would appear that 
insured funds from the failed Madison Guaranty were diverted and 
directly benefitted the Governor and his investment in 
Whitewater, a claim Clinton had denied. 

DOCUMENTATION 

* In 1983, Bill Clinton obtained a loan from Security Bank of 
Paragould, Arkansas for approximately $20,800 (loan #975- 
585, Bill Clinton). The money from this loan was used to 
pay off the remaining balance of a loan at Madison Bank and 
Trust of Kingston, Arkansas that was provided for the 
purpose of constructing a modular home on lot #13 at 
Whitewater Estates. The loan at Madison Bank was provided 
in 1980 to Hillary Clinton in the amount of $30,000. 

* On November 8, 1985, James McDougal sent a letter 
accompanied by a check to Charles Campbell, Vice President 
of Security Bank of Paragould, for $7,322.42. The letter 
from McDougal states that the check is principal and 
interest payment on "Note #957-585, Bill Clinton." (Mote: 

It appears that the loan number is a typographical error 
with the superimposing of numbers 5 and 7 in the first three 
digits.) 
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Mr* Roger C. Altman 
Page 3 

February 3, 1994 


on December 9 , 1993, I wrote the RTC requesting access to all 
documents related to Madison Guaranty and its subsidiaries. 

House and Committee Rules, House practices, and judicial precedent 
support the proposition that the Ranking Minority Member is the 
functional counterpart to the Chairman for Committee action. This 
being the case, a request for documents made by the Ranking 
Minority Member has parallel standing with a request made by the 
Chairman of the Committee. The Ranking Minority Member clearly has 
a voice in the process and is entitled to information that will 
enable the Ranking Minority Member to carry out his 
constitutionally mandated oversight responsibilities. 

Therefore, the courtesy of a definitive reply to this document 
request is requested by 12 noon, Monday, February 7, 1994. On this 
matter, it is urged that you also consult with the Ethics Office as 
to the relevance of the previously discussed recusal issue. 

Again, let me stress that to the degree a conflict situation may 
exist in this matter in no way reflects on your personal integrity. 
It is simply an awkward circumstance in contrast to a personal 
embarrassment. 


Sincerely, 

u&^ocLl. 

JtaES A. LEACH 
Ranking Member 


JALsgp 

Enclosure 
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Mr. Roger C. Altman 
Page 2 

February 3, 1994 


not strike the Minority as overly unreasonable for a month or two 
given the fact that no RTC head had been selected. 

However , it has been over a year since the Administration has been 
in office and it can only be described as structurally unseemly for 
a political appointee of an Executive branch department to make 
what are in effect, law enforcement decisions for an independent 
federal agency as they may touch upon the President. 

Accordingly, I would urge that you request from the Department of 
Treasury's General Counsel and Ethics Office advice as to whether 
you, as interim CEO of the RTC, are obligated to recuse yourself 
from any decisions concerning the resolution of Madison Guaranty. 
Just as the special counsel law was designed to relieve the 
Attorney General from an ethical dilemma of being both chief law 
enforcement officer for the nation and chief legal advisor to the 
President in circumstances when the President or a high level 
Administration officer is the subject of investigation, so it would 
appear ethically questionable for a political appointee of the 
Department of Treasury to make decisions for an independent federal 
agency when the President may be implicated in enforcement and 
civil actions. 

In this regard, it should be clear that the issue is not whether a 
presidentially appointed official can oversee an investigation 
involving the President. Rather the issue is that officials with 
this responsibility should be confirmed for the job with that 
particular accountability. As you will recall it was a political 
appointee confirmed by the Senate that issued a cease and desist 
order for engaging in conflicts of interest against the son of a 
former President. 

As you know, despite your strong letter to the Chairman, of the 
House Banking Committee recommending against extension. Congress 
last year extended the statute of limitations for civil lawsuits 
brought against SAL wrongdoers. As yod pointed out in your most 
recent letter, this extension "has afforded the RTC an opportunity 
to investigate further any civil claims which may be asserted 
against individuals or entities associated with Madison Guaranty 
for fraud, intentional misconduct resulting in unjust enrichment, 
or intentional misconduct resulting in substantial loss to the 
institution. 1 * Given, however, the impending running of the statute 
of limitations for certain kinds of actions, time is clearly of the 
essence for the RTC to make judgments about civil accountability in 
the failure of Madison. 

Finally, Z would like to reiterate my request, pursuant to Rules X 
and XX of the House Rules for all documents related to Madison 
Guaranty Savings and Loan, Little Rock, Arkansas* As you know. 
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2 1 21 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. DC 20S15-B0S0 
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Hr. Rooer ..C* Altman 
Interim CEO 

Resolut ion trust Corporation 
801 17th Street, NW 
Washington, DC 20434 

Dear Mr. Altman:; . ' 

} i" receipt of your February 1, 1994 response to the letter 
initiated by Senate Republican leadership concerning Had i son 
Savings and Loan and I an pleased to learn that the RTC "will 
vigorously pursue all appropriate remedies" with regard to 
Madison s failure. It seems self-apparent that in order for the 
RTC to pursue vigorously all remedies it must have all relevant 
information at its disposal. Accordingly, I urge the RTC to se2k 
and review all Whitewater Development Corporation documents turned 
over by the White House to the Justice Department. r ed 

in its investigation of Madison, the Minority has uncovered links 
between Madison and Whitewater, some of which may have contributed 
tothe thrift's failure. Hot only did James and Susan MciougM 
hold significant ownership Interest in both entitles (approximately 
two thirds in Madison and one half in Whitewater) , but the other 
Joint owners of Whitewater (Bill and Hillary Clinton) appear to 
have benefited directly and indirectly from the application of 
Madison resourcss. (Sse the attached memo.) " 

If the White House chooses to use the Juetice Department to shield 
Whitewater documents not only from the public and Congress, but 
from other goveriment agencies, such as the RTC, which have 
legitimate public lav enforcement responsibilities, it is hard to 
believe a responsible resolution of the issues involved can be made 
by regulatory authorities. 

J-22 V ! fc 2 1 l h ^ ega , rd to Z your P #rsonal integrity, but as you know, 
from the beginning, it has been an awkward situation to have a 
presidential ly appointed and confirmed officer of the Treasury 
Department also head an independent federal agency, the Resolution 
Trust Corporation (RTC) . When this prospect was first suggested at 
the beginning of the Clinton Administration, it did 
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MINUTES OF MEETING 

BOARD OF DIRECTORS 

MADISON FINANCIAL CORPORATION 
April 17, 1985 


The Board of Directors of Madison Financial Corporation 
met on April 17, 1985, at 1:00 p.ra. at the offices of 
Madison Financial Corporation at 16th and Main Streets, 
Little Rock, Arkansas. All directors were present. The 
minutes of the previous meeting were read and approved 
as recorded. 


The first order of business, introduced by John Latham, 
was the matter of authorizing prepayment of Jim 
McDougal's bonus. After a full discussion, the 
following resolution •as unanimously adopted, with Jim 
McDougal abstaining from the voting: 


"RESOLVED^ that the Corporation pre-pay to Jim 
McDougal 530,000.00 of his annual bonus in 
recognition of the profits of the prior year, 
and that said bonus is to be paid directly to 
Whitewater Development." 


There being no further business, the meeting 
adjourned. 



fz */<?# 



Funds Transferred from Madison Related Entities to 
the Whitewater Development Corporation 
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Source: Whitewater Development Corporation check ledgers covering approsimatcly 52 transactions in the years 1980. I98J. 1984 and 1985. 1 hesc transactions between Whitewater 

and Madisan related entities arc derived from a sparse number of check ledgers obtained by the Minority. 



Funds from Madison Financial Corporation to Whitewater 
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Source Resolution liust Corporation records 
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U.S. HOUSE OF REPRESENTATIVES 

COMftflTTH ON lANKING. RNAMCf AMO UfttAM AFFAIRS 
ONI HUMONCO THMO COMGNCSS 
2Uf lUVIUMl HOUSI OmCC OUHOINQ 
WASHINGTON. OC 20S1S-40S0 

March 14, 1994 



Tha Honorabla *ogmz Altaan 
Chiaf Executive Officar 
Resolution Trust Corporation 

Monitor, Thrift Dopooitor Protaction Oversight Board 
•01 17th Stroot, M.w. 

Washington, O.C. 20434 

Door Mr. Altaan: 


You ha vo previously boon invitad by lottar dated March 3, 1994 
to appear before the Cosnittoo on Banking, Finance and Urban 
Affairs for the purpose of the seaiannual appearance of the Thrift 
Depositor Protection Oversight Board. Z expect that Republican 
aeabers of the Committee say use the opportunity of the Oversight 
Board hearing to pursue extraneous natters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, natters that are the subject of pending 
investigations by Special Counsel Fiske or other lav enforcesent 
authorities, or other extraneous setters not specifically set forth 
in section 21 A(k) (•) of the Federal Hone Loan Bank Act or the March 
3, 1994 invitation letter vill not be considered pertinent at the 
hearing and need not be answered by you. 

Z was the prinary sponsor of the provision to require the 
oversight Board to appear on a seaiannual basis so that the 
coanittee could oversee its activities. The recent appropriation 
of funds to the RTC, the sanagenent reforas, and FDZC-RTC 
transition measures required under Public Lav 103-24 clearly 
require the ccnplete and full attention of the Coanittee in order 
to have a successful Oversight Board hearing. Z Intend to keep the 
hearing so focused. 

Z look forward to your March 24, 1994 appea rance . 



Chairman 
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U.s. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUNORED THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20915-6090 

March 14, 1994 
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The Honorable Lloyd Bentsen 
Secretary of tha Traaaury 
Chairman, Thrift Dapoaitor 

Protaction Ovarsight Board 
1500 Pannsylvania Avanua, N.W. 
Washington, D.C. 20220 

Dear Mr. Sacratary: 


You hava praviously been invited by latter dated March 3, 1994 
to appear and testify before tha Committee on Banking, Finance and 
Urban Affairs for tha purpose of tha semiannual appearance of tha 
Thrift Depositor Protection Oversight Board. That latter specifies 
in detail tha matters to which you should direct your testimony. 
I expect that Republican members of tha Committee may use the 
opportunity of tha Ovarsight Board hearing to pursue their stated 
interest in extraneous matters, including Madison Guaranty Savings 
and Loan. Any questions regarding Madison Guaranty Savings and 
Loans, matters that are tha subject of pending investigations by 
Special Counsel Fiske or other law enforcement authorities, or 
other extraneous matters not specifically set forth in section 
2iAfkl of the Federal Home Loan Bank Act or the March 3, 1994 
invitation will not be considered pertinent at the hearing and need 
not be answered by you. 


j was the primary sponsor of the provision to require the 
Oversight Board to appear on a semiannual basis so that the 
committee could oversee its activities. The recent appropriation 
of fundJ w th. RTC, th. nanag.a.nt r.fora., and FDIC-RTC 
transition measures required under Public Law 103-24 clearly 
reouire the complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. 1 intend to keep the 
hearing so focused. 


I look forward to your March 24, 1994 appearance. 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON BANKING. FINANCE ANO URBAN AFFAIRS 
ONE HUN0RE0 THIRD CONGRESS 
2129 RAYBURN HOUSE OFFICE BUILDING 
WASHINGTON. OC 205 lt-60 tO 

March 14, 1994 
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Mr. Jonathan Fiachtar 

Acting Oiractor 

Offica of Thrift Suparvision 

Manbar, Thrift Dapositor Protaction Ovarsight Board 
1700 6 Straat, N.W. 

Washington, O.C. 20552 

Oaar Mr. Fiachtar: 


You hava praviously baan invitad by lattar datad March 3, 1994 
to appaar bafora tha Committee on Banking, Financa and Urban 
Affairs for tha purposa of tha sasiannual appaaranca of tha Thrift 
Dapositor Protaction Ovarsight Board. Z axpact that Republican 
members of tha Committee nay usa tha opportunity of tha Ovarsight 
Board haaring to pursua axtranaous sattars, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, matters that are tha subject of pending 
investigations by Special Counsel Fiska or other lav enforcement 
authorities, or other axtranaous matters not specifically sat forth 
in section 21A(k) (4) of tha Federal Hose Loan Bank Act or tha March 
3, 1994 invitation lattar will not be considered pertinent at the 
haaring and need not be answered by you. 

Z was tha primary sponsor of tha provision to require tha 
Ovarsight Board to appaar on a semiannual basis so that the 
committee could oversea its activities. Tha recant appropriation 
of funds to tha BTC, tha management reforms, and FDIC-RTC 
transition measures required under Public Lav 103*24 clearly 
require tbs complete and full attention of the Committee in order 
to have e successful Ovarsight Board hearing. Z intend to keep tha 
haaring sa focused. 

Z look forvard to your March 24, 1994 appaaranca. 



Henry B. Gonzales 
Chairman 
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COMMTTK ON 9ANKING. F1NANCC AMO UN9AM AFPAlHS 
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WASHINGTON. OC 20919-9090 


March 14, 1994 
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Tha Honorabla Alan Greenspan 
Chairman, Board of Governors. of tha 
Padaral Reserve Systaa 

Mambar, Thrift Oapoaitor Protaction Ovar sight Board 
20th and Constitution Avanua, W.W. 

Washington, O.C. 20S91 

Dear! Hr. Graanspan: 

You hava praviously been invited by letter datad March 3, 1994 
to appear before tha Committee on Banking, Pittance and urban 
Affairs for the purpose of tha semiannual appearance of tha Thrift 
Depositor Protection Oversight Board. Z expect that Bepublican 
members of tha Committee may use tha opportunity of tha oversight 
Board hearing to pursue extraneous matters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loans, nattsrs that are the subject of pending 
investigations by Special Counsel Fiske or other lav enforcement 
authorities, or other extraneous matters not specifically set forth 
in section 21A(k) (<) of the Federal Home Loan Bank Act or the March 
3, 1994 invitation letter vill not be considered pertinent at the 
hoering end need not be answered by yea. 

I was the primary sponsor of tha provision to require the 
oversight Board to appear on a semiannual basis so that the 
Committee could oversea its activities. The recent appropriation 
of funds to tha BTC, tha management reforms, and FOXC-rtc 
transition measures required under Public Lav 103-24 clearly 
require tha complete and full attention of tha committee in order 
to hava a su ccess ful Oversight Board hearing. Z intend to keep tha 
hearing so focused. 

Z look forvard to your March 24, 1994 appearance. 



Chairman 
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U.S. HOUSE OF REPRESENTATIVES 

COMMITTEE ON tANKING. FINANCE ANO URBAN AFFAIRS 
ONI HUNOREO TMIRO CONGRESS 
2I2B RAV8URN HOUSE OFFICE BUILDING 
WASHINGTON. OC 20S1S-BOBO 


March 14, 1994 


Mr. Andrew C. Hova Jr. 

Acting Chairman 

Federal Deposit Insurance Corporation 
Member, Thrift Depositor Protection Oversight Board 
550 Seventeenth Street, M.W. 

Washington, D.c. 20429 

Dear Mr. Rove: 

You have previously been invited by letter dated March 3. 1994 
to appear before the Committee on Banking, Finance and Urban 
Affairs for the purpose of the semiannual appearance of the Thrift 
Depositor Protection Oversight Board. I expect that Republican 
members of the Committee nay use the opportunity of the Overs iqht 
Board hearing to pursue extraneous natters, including Madison 
Guaranty Savings and Loan. Any questions regarding Madison 
Guaranty Savings and Loaris, natters that are the subject of pendinq 
investigations by Special Counsel Fisks or other lav enforcement 
authorities, or other extraneous natters not specifically set forth 
in section 21A(k) (6) of the Federal Home Loan Bank Act or the March 
3, 1994 invitation letter vill not be considered pertinent at the 
hearing and need not be answered by you. 

I was the primary sponsor of the provision to require the 
Oversight Board to appear on a semiannual basis so that the 
committee could oversee its activities. The recent appropriation 
of funds to the RTC, the management reforms, and FDIC-RTC 
transition measures required under Public Lav 103-24 clearly 
require tbs complete and full attention of the Committee in order 
to have a successful Oversight Board hearing. I intend to keep the 
hearing so focused. 

I look forward to your March 24, 1994 appearance. 
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US. HOUSE OF RtPRESENTATIVES 

COMMnTIfiON BANKING, FINANCE AND UfttAN AfFAMf 
OIK HUNDRED TMmo CONCMSt 
liatt KATtUWl MOU9C OFfICI OUfLOtNO 

wAiHiH^nroii. oc sobib-oobo 
March 10, 1994 


Mr. Jonathan Fiochtar 
ictino Dir actor 
Office of Thrift supervision 
1700 G Street, MW 
Washington, D.C. 20552 



Dear Mr. Fieehtert 


You have recently received letters from Congressman Jls Leach 
requesting aocese to all documents you possess concerning Madison 
Guaranty Savings and Loan end its subsidiaries. The March 8, 1994 
letter states that, "Members of the committee will need access to 
this material to prepare tor the upcoming [RTC oversight] hearings 
and to perform their ongoing oversight responsibilities." 

This letter is to Inform you that the Banicing Committee is not 
conducting an investigation of Madison Guaranty Savings and Loan 
or related matters at this time. Mr. Leech's requests do not 
constitute a Rule X or Rule XI investigation under the House Rules. 
a hearing does not provide the basis for a member of Congress to 
obtain documents to which he or she is not otherwise entitled., I 
will request any information needed by the Committee in order to 
prepare for any Thrift Depositor Protection Board oversight, 
hearings pursuant to section 21A(k) (6) of the FHLfi Act and will 
make it available to members of tbe Committee, as appropriate. 

Z trust thet you will give Congressman Laach'e requests the 
consideration they merit and extend to him the same courtesies you 
would extend to any 
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